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Tomovrow 


A LOOK AHEAD 





Which way recovery? ... will 
business, left to own devices, be able 
to provide the answer? . . . probable 
Administration policy if the reces- 


sion—or depression—continues. 











HE new “breathing spell” for business is to 
be continued; further governmental ex- 
periments are out, for the time being at least. 


Mr. Roosevelt will devote more and more 
attention to defense of New Deal policies 
and measures now in operation and facing a 
rapid series of strong attacks. 

Payroll taxes are in for a powerful assault; 
so is the surtax on undistributed corporation 
income. British trade agreement negotia- 
tions are due to let loose a blast against State 
department tariff-lowering policies. The Ten- 
nessee Valley Authority, first and most cher- 
ished of Presidential experiments, faces an 
investigation due to disruption of its affairs 
caused by violent disagreement among mem- 
bers of the government board. 


All of these experiments will be strongly 
defended by the Administration. But— 

Wage and hour legislation, after verbal 
White House support, probably will be al- 
lowed to lie in storage with no Congressional 
action at this session. 

Any new, large plan of direct or indirect 
pump-priming by the Government will not be 
approved by Mr. Roosevelt at any time soon, 
in spite of strongest pressure from some of 
his closest advisers. 

Anti-monopoly moves will be confined to a 
White House recommendation for a Con- 
gressional inquiry. 

The taxes about which business men com- 
plain most bitterly will be modified drastic- 
ally. An even chance exists of complete re- 
peal for the surtax on undistributed corpora- 
tion earnings. Strong White House pressure 
may save the principle of the tax. 


There will be no more “boat rocking” state- 
ments from the White House during the 
breathing spell. Congress will be given its 
head to work out its own salvation, 


Highly important back-stage studies are 
under way on plans to be put into effect if 
this new breathing spell fails to produce re- 
covery. Price control and direct pump-prim- 
ing are involved. 


In the meantime, RFC lending will be re- 
sumed, relief payments will be stepped up, 
naval building will go ahead, the new housing 
law amendments will get their try. 

The President is told by some of the Gov- 
ernment’s best economists that the business- 
inspired policy of “hands off” by the Admin- 
istration will not bring recovery; business 
leaders say it will. 

If time proves the economists to have been 
correct in their viewpoint, then the President 
will expect the Congress and the country to 
look again to him for the leadership he has 
now passed over to Congress. All Presi- 
dential moves are to be read in that light. 


Congress, suddenly faced with new respon- 
sibilities, is increasingly bewildered. Growing 
sentiment exists for amending the tax laws, 
enacting appropriation bills, voting a TVA 
investigation and going home. 


Railroad legislation at this session is out. 
So is wage and hour legislation. 


Governmental reorganization stands about 
a 50-50 chance of slipping through Congress 
in much modified form. 

Banking holding-company regulation com- 
mands /ittle aggressive support in Congress 
and is no more than a 50-50 prospect, if that. 


Money will be voted, after argument but 
with a large majority in both houses, to go 
ahead with an enlarged naval building pro- 
gram. 


Merchant marine legislation faces hard 


sledding and probably will fail. 


Revision of the Social Security Act will be 
deferred at least another year, although some 
minor changes not affecting rates may be put 
through at this session. 

No legislation for price control will be en- 
tcted. Study now being made at President's 
lirection is purely a research project. 
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Uncle Sam Puts Payroll Taxes to Work; 


| PAID OUT FOR 
SQCiAL SECURITY 
ROM PAYROLL Taxes 


$93 
MILLION 











{PAVROLL TAXES USED 
FOR GOVERNMENT 
OPERATING EXPENSES 


‘1,569 


MILLION 





tevies Billion and Haif Above Benefits 


HE Federal Treasury in fourteen months has + quired by Government 


dipped one billion, six hundred and sixty 
million dollars from the pockets of workers and 
employers. 

Taxes levied on pay rolls yielded that total 
of dollars to provide Social Security through 
old age insurance and unemployment insurance. 

In those same fourteen months the Federal 
Treasury paid out fewer than one hundred mil- 
lion dollars to those insured against the haz- 
ards of old age and of unemployment. 

More than one and one-half billion dollars of 
all of the dollars collected on pay rolls remained 
in the Treasury or were paid out for all of the 
which the Federal Government 

Those dollars met Government 
build battleships, supplied 
cash and did a myriad 


purposes for 

spends money. 
helped 
with 


pay rolls, 
WPA 
other things. 

The simple mechanics of this operation are 
portrayed in the pictogram at the top of this 
page. 

In the total of receipts were more than eight 
hundred million dollars from the pay roll taxes 
collected to build unemployment insurance re- 
serves. Title to these dollars rests with the 
individual States but the dollars themselves are 
put to work by the Federal Government. 


DOLLARS TO WORK 


The pay roll taxes collected to build reserves 


workers 


for general old age insurance and for railroad 
retirement insurance amount to more than 
eight hundred and fifty million dollars addi- 
tional. Title to these dollars with the 
thirty million insured individuals, but again the 
dollars themselves are put to work by the Fed- 
eral Government. 

Of the hundreds of millions of dollars in un- 
employment insurance reserves, the States up 
to March 1 had withdrawn about forty-one mil- 
lions to be used in paying benefits tc eligible 
unemployed in the 22 States in which unem- 
ployment insurance is effective. 

From the hundreds of millions in old age in- 
surance reserves the Federal Government up to 
March 1 had paid out about #fty million dol- 
lars, of which forty-eight million had gone to 
railroad workers and two million to estates of 
insured workers in general business. 

This means that less than one hundred mil- 
lion dollars’ worth of Social Security benefits 
have been paid out to date from more than one 
billion, six hundred millions of Social Security 
tax receipts. 

The difference is more than one and a half 
billion dollars. 

Workers and their employers have been re- 


rests 


| 
| 


this amount 
This saving 


to save 
against the time of a rainy day. 
is of money that might otherwise be used to 
buy the products of industry and agriculture. 

The saving totals 5 per cent of the affected 
pay rolls. Four of those 5 per cent are paid by 
employers, three of them for unemployment in- 
surance. One per cent comes from the pay 
envelopes of thirty million individual workers. 

As a result of this saving by millions of in- 
dividuals and employers, the Federal Treasury 
is relieved of the need for seeking to borrow the 
billion and one-half dollars from banks and in- 
surance companies and others. 

The reason is that the United States Treas- 
ury, just like a bank, does not pile up in a cor- 
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The “Presidential Log” 
TVA—A Family Quarrel 
The Coal Price Experiment 
Congress Talks Taxes 
The World’s “Mailed Fist’. . 
Labor—The Court Decides 
Mr. Baruch and the Editors 
Stemming The Recession 
Business and New Tax Bill 
Also in This issue 
Question of Week: 
Are Payroll Taxes Dispjacing 
Men With Machines? .. 6 


Story of American Efficiency: 
The Airplane Indusiry... 9 


Formula For Our Economic IIIs 


The exclusive Full Text report 
made by Bernard M. Baruch, counsel- 
lor to five Presidents, and noted finan- 
cier, before a Senate committee in- 
vestigating unemployment and relief. 
—Pages 10 and 11. 








+ ner the cash money that is deposited with it for 


safe keeping. Instead, this cash is put to work 
and the depositor receives an entry in an ac- 
count book showing that he has title to his de- 
posit, plus interest, when it is due. 

Every dollar paid in by individuals for old 
age insurance and by States for unemployment 
insurance is credited to those individuals or 
States as a Federal Government obligation. 

But the cash deposited is then available to be 
used in meeting current bills. 

Many people, including a number of im- 
portant Government officials, say that the ef- 
fect of collecting a much larger total of pay roll 
taxes than is currently paid out in social se- 
curity benefits tends to have a depressing effect 
on business, 

The reason for this expressed view is that 
the worker who finds a small amount deducted 
from his pay envelope each week has that much 
less to spend. And the employer who must 
meet a tax of four per cent on his total pay roll 
either must take that amount out of the pay of 
his workers, out of the profits of the business or 
out of an increase in prices. Many have raised 
prices, thereby affecting purchasing power. 


EFFECT ON PURCHASING POWER 
On the other hand if the Government 
gone out into the open market and borrowed 
money to be spent, this borrowed money would 
have added to total purchasing power. 


had 


The immediate future may see some definite 
increase in the total of dollars paid out of so- 
cial security reserves. This increase will be in 
payments of unemployment insurance benefits 
as more and more workers qualify as eligible 
unemployed. 

sut the vast old age insurance system, ex- 
clusive of railroad retirement, does not start to 
pay annuities until 1942. Even then they will 
be on a small seale. 

This means that a rising total of dollars will 
be collected from workers and employers as the 
pay roll tax rate rises, while the outgo from 
the fund will continue to be very small. As 
these reserves collect they will be used either 
to meet the current operating expenses of the 
Government or to retire outstanding debt, in 


‘case the Federal budget should be balanced. 


Even now, more than one and one-half. bil- 
ions of dollars have been taken in from pay roll 
taxes over and a»vove the dollars that have been 
paid out in social security benefits. 

in that situation lies one of the reasons ad- 
vanced by -some economists for the “deflation” 
that is today’s recession in business. 
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he March of the News 


IN NATIONAL AFFAIRS 





A White House anniversary and 
a restatement of objectives... the 
dissent of an Elder Statesman... 
the new tax bill reaches floor of 
Congress ... “big navy” next in line. 











i STERING the sixth year of his admin- 
4 istration, President Roosevelt reviews 
with apparent satisfaction his five years in 
the White House and says “the old Ship of 
State is still on the same course.” 

The same objectives and the same ideals 
remain, he declares, particularly the aim “to 
increase the security and happiness of a larger 
number of people.” 

Taking it by and large, Mr. Roosevelt says, 
we have gone a long way and we are going 
farther, He thinks there is too much “special 


privilege for the good of the country.” 


SOME OBJECTIVES TO BE ATTAINED 

Increased purchasing power for the people 
is described as one objective of the Adminis- 
tration still only partially attained. The new 
crop surplus control law is pointed to as the 
medium for holding up the purchasing power 
of the fifty million people who are dependent 
on agriculture. 

Legislation to “put a floor under wages and 
a ceiling over hours” is said b- the President 
to be necessary to do the same thing for the 
millions dependent on industry. He admits 
that this end might not be accomplished at 
this session of Congress. 

The President makes no comment at either 
of his two semi-weekly press conferences 
about the statement of Bernard M. Baruch, 
financier and economic adviser to several 
presidents, in which he expresses the belief 
that government policy is largely responsible 
for the seriousness of the unemployment 
problem. 

Mr. Baruch holds that undistributed 
profs and capital gains taxes have “greatly 
repressed” both industrial expansion and na- 
He believes, however, that 


the 


tional incomes. 
regulation of hours and wages would help 
business by eliminating “harmful competi- 
tion.” (Mr. Baruch’s testimony before the 
Senate Unemployment and Relief Committee 
is printed in full text on Pages 10, 11, 12 and 
13 of this issue.) 

The 1938 


[Continuea on Page 3.] 


new tax bill, revising undis- 
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—Harris & Ewing 


18 PAGES OF “NO” 
Appearing before the Senate Civil Liberties Com- 
mittee with an 18-page prepared statement, 
Walter B. Weisenburger, Executive Vice-Presi- 
dent of the National Association of Manufactu- 
rers. denied that the NAM’s activities have in- 
tended or have served to restrict civil liberties. 
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Wewsgrata * 
The President Charts 
Americas Course 





The passing of his fifth year in 
the Presidency finds Franklin D. 
Roosevelt emphasizing anew his 
“social objectives.” To what ex- 
tent does this give a clue to the fu- 
ture? His own words, given below, 


point to a possible answer. 











6e"FMHE old Ship cf State is on the same course.” 

T In those words, spoken casually and with 
a smile, President Roosevelt gave the country 
notice on the fifth anniversary of his inaugura- 
tion to expect in the future the sort of “pilot- 
ing” he has given since 1933. 

Again he spoke of objectives, drawing careful 
distinction between them and policies or methods 
He apparently welcomed the chance ¢9 use nau- 
tical terms. Perhaps more frankly than before 
he envisioned himself as tacking from left to 


SHMMAGTOMIWH 
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Pro-Business’ Tax Revision—Wage Law Delay 
More Utility Regulation—Government Radio 


Senate advocates of a pro-busi- 
ness tax revision told intimates 
that Bernard M. Baruch's testi- 
mony practically clinched their 
case. They plan to argue that 
tax relief will constitute “pump- 
priming” in reverse, in other 
words that it will greatly en- 
courage private spending. 
x * * 


Administration economists dis- 
paraged Mr. Baruch's suggestion 


| 


scription of the gold sterilization 
relaxation and 
Joans by the RFC, among other 
things. 


small business 


x* * * 


Even the Department of Labor, 
except for formal statements that 
officials privately “face- 
saving,” has abandoned real sup- 
port of wage and hour legisla- 
tion by Congress at this session. 
A wholly new approach is under 
study for possible future use. It 


term 


+ 


One WPA plan looks to approval 
of numerous projects for laying 
out new streets and sewage sys- 
tems on the theory that home 
building might thereby be en- 
couraged. 
x we 

A way is being sought to assure 
a national audience for radio pro- 
grams formulated by Govern- 
ment departments. Some officials 
are understood to favor a chain 
of high-power broadcasting sta- 


+ 


Henry A, Wallace insisted, as a 
condition for signing the Presi- 
dent's statement on New Deal 
price objectives, that there be 
special mention of the need for 
raising farm prices. Some other 
signers of that document did not 
take kindly to this condition, 
which was out of conformity 


with their views. 
x ek 


Democratic leaders in Congress, 
having come to expect no ex- 


for price stabilization of raw " | tions operated by the Govern- ; ae ' 
: , E involves inducements to States tensive Administration program 
materials where desirable by | ‘ ; ment. eri , 
| to handle the problem of sweated | silat a to induce recovery by legisla- 
Government loans. They called | 
: Cates = labor. ; meee tion, look forward to adjourn- 
it more “radical” than many New The Communications Commis- 
¢ S oS | ment by early June. The mem- 
Deal proposals, contending it sion is reported to be under 
; : . — : , ; bers welcome the prospect be- 
would avail nothing unless ac- Some Department of State offi- pressure to consider regulation i 
cause many want to get “back 


companied by Government con- 
trol of production of the com- 
modities affected. 


x~* * 


Newest talk in Administration 
circles is of what officials refer 
to as a “politically tolerable” 
level of business activity. The 
present level still comes within 
that classification, according to 
those who do the measuring. A 
“politically tolerable” situation 
would Jead to action. 


~*~ & * 


Deal- 
ers are saying the President is 


Some disgruntled New 





cials are reported to be flirting 
with the idea of United States 
recognition of Italian conquest 
in Ethiopia, especially if Great 
Britain does so. 


of editorial comments on the air 
in commercially-sponsored pro- 
grams. The viewpoint of some 
commentators has irked officials 


Others argue who support the Government 
this would necessitate recogni- policies criticized. 
xk 


tion of Manchukuo, or reversal 
of the Stimson non-recognition 
doctrine. Soundings of public 
opinion may be made before long. 





The White House would like to 
see the Bituminous Coal Commis- 
sion replaced by a single Admjn- 
Recent experience with 
increased the 


ist r. 
+ #* 1 Fare 
commissions have 
The Securities and Exchange determination to try to have ad- 


Commission is prepared to press 
its regulation of utility holding 
companies on a broad hasis, as 
soon as the Supreme Court hands 
down its decision on validity of 


ministrators substituted, 
x « * 


The Treasury announcement that 
there would be no March 15 fi- 
nancing to raise new money sig- 


home” well before the primaries. 
x we 


Officials are investigating ru- 
mors that a prominent manu- 
facturer is considering renting 
instead of selling automobiles 
he makes. He would retain title 
and assume responsibility for 
upkeep. Aims would be to sta- 
bilize production and _ experi- 
ment with an annual wage plan. 


x * *® 


Government studies indicate the 
national income at present is 
running 7 or 8 per cent below 


last year’s average. The 1937 





right and from right to left, not following an 
unswerving line any more than does a sailboat. 

A year ago, he said, many people feared the 
Government objectives toward stabilization of 


price levels or values would be threatened by 
inflation. Thereiore. the helm of the ship was 
shifted to prevent it from leaving the course 


because of fluctuation of the winds. 
A little later, he continued, the wines changed 
gain and deflation loomed. So another shift. 


FUNDAMENTALS UNCHANGED 


The President contended many people un- 
justifiably see a shift of fundamental policy 
that is not true in fact when, he turns “to star- 
board,” for example. Too many people don't see 
the big things, in his opinion, but only the one of 
immediate moment. 

His extemporaneous discourse fitted in witn a 
previous action, when he made public a letter to 
him from Secretary Roper criticizing “little busi- 
ness” men who had written to Washington. 








“These business men,” he said, “require more 
definite study of methods of coordinating their 
views into national visions ef the importance of 
conditions and also a more definite knowledge of 
operations and responsibilities of Government as 
related to them.” 

The theme has 
Mr. Roosevelt. He 


favorite one with 


become a 
tells of asking many business 


callers what they would do about the share crop- 
per; and says the invariable answer has been 
that they never thought of 


reminds that some 15,000,000 or 20;000,000 Ameri- 
cans, croppers, lack purchasing power. 
His broadest announced objective is to give it to 
hem 


like share 


+ 


| 
Wheréupon ne | 
| 
} 
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SEEKS 100-BILLION INCOME 

It is represented in a national income of $100,- 
000,000,000 or more } Since the income 
rose from $45,000,000,000 in 1933 to $68,000,000,000 


a year. 











in 1937, the President says the country has gone 
a long He expresses confidence it will zo 
further 

There the difficulties come lifficulties about 
which he did not speak on anniversary 

The nati come so far ea hun- | 
dreds of millions below the monthly average last 
year. Relief rolls are increasing. And, although 
Officials do not talk about it publicly, the pilot” 
is receiving much conflicting advice from nis 


subordinates about whether to shift more to the 


left or right at just this time. 
Some of them want to let the wind of busi- 
ness sentiment fill the sails, and see where it 


leads. Others emphatically dissent. The longer | 
the Government holds off from taking a firm 
hand, they argue, the harder it will be to “re- 
turn to the New Deal course.” The latter see 


the old order of economics as dying or dead, and 
Say the job is to save as much of it as possible. 

So far as can be learned, the President does 
not intend to press for any legislation at this 
session of Congress with the vigor he used during 
the celebrated “hundred days” five years ago. 

Next January it may be a different story, un- | 
less recovery takes place. Meanwhile, there prob- | 
ably will be more talk about objectives: “to try 





“pulling dead rabbits out of the Act. 
holes” instead of “white rabbits 


out of a hat.” This is their de- | 


Officials express con- 
fidence that the decision will be | 
favorable, 


nalized that the Administration 
at this time is planning no big 
new spending program. 


total $68,000,000,000. Of- 
cials say continued depression 
might increase the percentage. 


was 











UDG (ranean Weal 


The New Deal's Birthday... Kings and Cabbages 


TITLE REGISTERED U. S. PATENT OFFICE 


At White House...Some Lessons in Journalism 


in 
ERE is how Franklin Delano Roosevelt 
would begin this article: 
1. LORD, who shall abide in thy 
tabernacle? who shall dwell in thy 


holy hill? 


2. He that walketh uprightly, and 
worketh righteousness, and speaketh 
the truth in his heart. 

3. He that backbiteth not with his 


tongue, nor doeth evil to his neighbour, 
nor taketh up a reproach against his 


neighbour. 

4.In whose eyes a vile person is 
contemned; but he honoureth them 
that fear the LORD. He that swear- 


and changeth not, 


out n 


eth to his own hurt, 
5. He that putteth 
money to usury, nor taketh reward 
against the innocent. He that doeth 
these things shall never be moved. 


not 


Returning from the little chapel across 
Lafayette Square from the White House where 
he prayed for divine guidance on the fifth an- 
niversary of his inauguration, the President sug- 
gested to members of the press that the 
Fifteenth Psalm of David, which had been read 
at the services, would make a good “lead” (in- 
troduction) for a story. 


FAITH IN IDEALS And with the _ reces- 
OF THE NEW DEAL sional hymn, “A Mighty 
Fortress Is Our God,” 


IS REAFFIRMED 
the chapel across the way, the President on the 
fifth anniversary of his inauguration dropped 
his voice to a more sombre register, reaffirmed 


muted to a lost echo in 


his determination to carry forward the prin- 
ciples of the New Deal, observing that after 
five years “the old Ship of State is on the same 
course.” (See detailed article on this page.) 

What was the fifth to Mr. Roosevelt was the 
75th to the Department of Labor. And, curiously 
enough what came forth from his lips, as a 
sedate analysis of principles, went in his ears 
the night before as a rollicking ribbing from 
the lips of members of the “Pins and Needles” 
cast who after a “command performance” at the 
Labor Department’s diamond jubilee, presented 
a number of their skits at an “ultra command 
performance” in the White House. 

Mr. Roosevelt chuckled, and 
rather in 


quite audibly, 


decided contrast to his irritation 


earlier which manifest in 


planation via Secretary Stephen 


was a lengthy ex- 


Early with re- 








Harris & Ewing 
A SULTAN IN THE WHITE HOUSE 


Journeying around the world, with a stop en route 

in Washington, the Sultan of Muscat and Oman 

put on his best turban when he visited the Presi- 

dent. The Sultan stayed for lunch and had chicken 
a la Maryland. 





pocket” 
quoted at $100,000, said by Mr. 


of the President; instead, the profits, 

Early to be 

“grossly exaggerated,” although he did not dis- 

close the amount, would be devoted “to a useful 

public purpese under government direction.” 

However, the President believes that publica- 
, 


of salaries of corporation executives is a 


Private office is no 


tion 
matter of public morals. 
less a public trust than public office, he be- 
lieves, and the public, on a basis of simple 
morality, is entitled to know what private execu- 
tives earn. And so if the House Ways and 
Means Committee repeals that section of the 
revenue makes salaries and bonuses 
public knowledge, the President is going to be 


keenly disappointed. 


act which 


Certainly the Chief 
disap- 
pointed to some extent in 


LITTLE SELF-HELP 
FOUND IN SMALL 
BUSINESS’ PLANS 
“little 
neatly analyzed by his Secretary of Commerce 


Executive was 


the recovery suggestions 


of some 1,900 business men”, which, 


Daniel Calhoun Roper, lay before his eyes one 


morning. The chiding came by way of Mr. 


Roosevelt's quotation of a section of a letter 


to be well-nigh lacking from the analysis thus 
far made of their suggestions.” 

Prior to this rebuke, the President gently 
but firmly slapped the assembled wrists of 
newspaper men by analyzing a regular monthly 
report of the National Labor Relations Board. 
Complaints from a number of sources (undis- 
closed) that newsapers failed to report settle- 
ment of disputes of the Board, and that if they 
did publish them they were relegated to page 
“umpteen,” led the President into some “must” 
publicity for the Board. (Now see what's hap- 
pened, Mr. President. Here's a notice right yp 
on Page 2, and on Page 7 in The Labor Week 
there is an article, as there is every week, on 
the activities of the Labor Relations Board.) 

With infinitely the 
President's own wrists slapped when State De- 


more gentleness were 
partment officials, after much passing of hands 
across protocolized brows, decided the Chief 
Executive would to wear formal attire 
when he received the new French Ambassador, 
Rene St. Quentin. Recently Mr. Roosevelt re- 
ceived the new Nicaraguan Minister in business 
clothes, dropped a mild hint he would like to 
let his cutaway coat and striped trousers hang 
in a closet undisturbed. Of course, when the 
Nicaraguan Minister arrived the President was 
still under the weather as a result of his in- 
fected tooth, and, after all, an Ambassador ranks 


have 


higher than a Minister. 


It certainly was a week 
and 


THREE PRINCESSES 
AND A SULTAN CALL 
AT WHITE HOUSE sense of humor could mix 


an Oriental potentate, three royal princesses 
and a titled ambassador with a full day’s rou- 
tine of business and politics? Take, for ex- 
ample, the visit of His Highness Said bin Tai- 
mur bin Faisal, the Sultan of Muscat and 
Oman, who repaid a debt dating back to the 
days of President Jackson, when the dimuni- 
tive Adriatic country was linked to young 
America by a treaty. He had lunch with the 
President. Then for tea with Mrs. Roosevelt, 
Ruhije, Maxhide and Myzejan, young sisters 
of Albania’s King Zog. 

Kings and cabbages . . 
Franklin Delano Roosevelt was prepared to en- 
ter his sixth year as Chief Executive by steer- 
ing a course toward self-determined goals. Ob- 


of kings cabbages. 


Who but one with a keen 


. and at the week-end 


servers wondered how far to starboard or port 


+ 











WANTED—TVA INVESTIGATION 


Dr. Arthur E. Morgan, Tennessee Valley Author- 

ity chairman, has asked for a thorough investiga- 

tion of the administration and policies of his or- 

ganization and will probably be given his wish 
by Congress. 





Moecesqraic « 


Back of the Quarrel 
In the TVA Board 





An open clash has arrayed the 
chairman of the TVA board against 
its other two directors. An investi- 
gation of the board appears prob- 
able, with changes in Government's 
basic power policies as a result. 
Here are the facts behind the situa- 


tion. 











N admirer of Dr. Arthur E. Morgan, chairman 
l of the Tennessee Valley Authority, describes 
him as a man who would sit in a room full of 
talking people without saying a word. 

Disagreements existed between him and the 
two other members of the TVA Board, Harcourt 
A. Morgan and David E. Lillienthal, for months 
before the chairman gave any public sign. Differ- 
ing with them on power policy and other ques- 
tions, he contented himself with trying to resolve 
the situation over the conference table. Then he 
gave up. 

Of late, Dr. Morgan has been speaking out 
emphatically. His colleagues had less to say; but 
now they, too, have laid their case before the 
public with the implied suggestion that he either 
should co-operate with their decisions or resign. 


SEEKS PEACEFUL POLICIES 


The dispute, as explained by Chairman Morgan, 
originated in his desire to fulfill the purposes of 
the TVA Act by amicable negotiation with private 
utilities for purchase of their facilities in areas 
to be served. He wanted to avoid “the enormous 
waste and great bitterness which results from 
conflict,” and not to have duplication of facilities 
by the Government. 

The other board members favored aggressive 


tactics, he said, and denied charges that he was 
“subservient” to private utilities and hostile to 
the Act 


Two issues apart from power have thrust the 
dispute more into the open. A group headed by 
Senator Berry (Dem.), of Tenn., sought damages 
from the Government for the flooding of proper- 
ties in the Norris dam area that they said con- 
tained valuable marble deposits. A Federal com- 
mission ruled the claim worthless. 

Thereupon Dr. Morgan said his colleagues, 
without consulting him, had agreed with Mr. 
Berry last year to decide what damages were due; 
and only intervention by him saved the Govern- 
ment from being defrauded. 


FAVORS INVESTIGATION 

Advocating a Congressional investigation, he 
said 

The public has been steadily, and I believe 
purposely, led to believe that the difficulties 
within the TVA have been due primarily to 
power policy, or to just another ‘family quarrel.’ 
The real difficulty has been in the effort to secure 
honesty, openness, decency and fairness in 
Government.” 

Mr. H. A. Morgan and Mr. Lillienthal, in turn, 
attributed to the Chairman efforts “to obstruct 
and discredit the carrying out of the law.” They 
said he had cooperated with a utility executive 
and with a former engineer of the Insull utility 
system in preparation of documents that ques- 
tioned their integrity, and that proposed evasions 
TVA Act 


of the 


MAJORITY RULE URGED 


“Such methods are wrong because they violaia 
the democratic principle of majority rule,” their 
statement said. 

It was made public at the instance of President 
Roosevelt, a circumstance taken by some ob- 
servers at the Capitol to show on which side he 
stood. 

Senator Norris (Ind.), of Neb., wants the in- 
vestigation conducted by the Trade Commission 
because members of a Congressional committee 
might be considered influenced by their views 
toward the TVA project. Opponents of TVA, on 
the other hand, argue that investigation of one 
Government agency by another would not be 
considered impartial. 

A more immediate question is about the $2,000,- 
000 appropriation to begin construction of the 
Gilbertsville dam, which now is in conference 
between the Senate and House. Another attempt 
probably will be made to hold up that appropria- 
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tributed profits and capital gains 
levies, reaches the House floor 
at last and is thrown open to 
practically unlimited debate. 


Administration leaders defend 
the measure as remedying exist- 
ing tax laws and as providing a 
stimulus to business while op- 
particularly Republi- 
cans, attack it not giving 
business sufficient relief. Com- 
plete repeal of undistributed 
profits tax is demanded. 


ponents, 
as 


Omission from the bill of the 
provision in existing law requir- 
ing the making public of salaries 
of corporation executives receiv- 
ing $15,000 or over, evokes an ex- 
pression of disapproval from the 
President. 


Why shouldn't the public—par- 
ticularly smal! stockholders— 
know what the executives of large 
corporations get, asks the Presi- 
dent? If these executives are 
paying themselves excessively 
large salaries, he sxys, their 
stockholders have a right to 
know about it. 


Chairman Doughton, of the 
House Ways and Means Commit- 
tee, which reported the bill, says 
the publicity provision was 
omitted because the House passed 
a bill a year ago repealing it. 

While waiting its turn at the 
tax bill, after the House acts, the 
Senate is embroiled in a fight of 
its own over another Administra- 
tion-sponsored measure, which 
provides for reorganization of 
Government departments. 


Critics of bill contend it would 
surrender to the President powers 
which the Constitution intended 
only Congress to have. They 
seek adoption of the Wheeler 
amendment which would prevent 
any reorganization plan from be- 
coming effective until approved 
by Congress. 

The Administration's “big 
navy” bill is all ready for con- 
sideration by the House as soon 
as the tax bill is passed, prob- 
ably late this week. 


The Naval Affairs Committee 
reports the measure favorably 
after several weeks of hearings. 
It contains a provision declaring 
it to be the policy of the navy to 
maintain a naval force sufficient 
to provide adequate defense for 
both the Atlantic and Pacific 
coasts, and pledges non-aggres- 
sion. 


It authorizes construction of 
fighting ships and aux’ liary craft 
at a total cost of about $1,100,- 
000,000. Naval officers have testi- 
fied that construction work will 
spread over eight or nine years. 
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WQISGPALAIS UNCLE SAM'S EXPERIMENT 
WHY THE COAL CONTROL SYSTEM 


pe THOUSAND different prices for soft 


coal! . . . That many were fixed by the Bitumi- 


nous Coal Commission in the Government’s latest 


scheme of minimum price control. 


Why did the system fail? The 


have been cancelled. 


answer is given here. 


all 


And now 








RESIDENT ROOSEVELT has his 

economists making a new and in- 
tensive study of the part that prices 
play in causing booms and depres- 
sions. Already these economists have 
discovered that 
high and some 


some prices are too 
are too low. 

harassed by 
complain 


that are 


competition 


Industries 
unregulated 
that their prices 


the things 


are too low in rela 
they and 
buy. This com- 
and more pres- 


tion to that 
their workers must 
plaint leads to more 
sure for the use of g 
er to fix minimum 
Ag! 
price-fixing 


in 1929. Industr 


vernment pow- 


prices 
inde! 
created 
ment nxing 


govern price 


codes that came 

and died in 

ent pressure 

again is for 

of prices that will yield 
the “cost of production.” 

Henry A. Wallace and AAA 
aides have opposed general price 
fixing for the farming industry as 
impractical. 


A VERY SICK INDUSTRY 
But the soft coal industry 
of which has been verging for years 
on the brink of bankruptcy, remem- 
bered its experience under the bitu- 
minous coal code of NRA and came 
back for more. Today that industry 
is providing another chapter in 
history of the efforts of government 
to find a formula that will insure 
the security of a stabilized minimum 
price. 
Soft 


his 


much 


tne 


coal is among the nation’s 
sickest industries as well as one of 
the largest. It provides work direct- 
ly for half a million miners and for 
a large army of others in the field 
of distribution Those miners are 
nearly 100 per cent organized and 
their union employs the check-off to 
give it a monopoly of control as a 
protection to wage rates. 

Yet prices, under competition, 
have slipped nearer and nearer to 
the level that spells bankruptcy for 
mine owners. 


EFFORTS TOWARD REVIVAL 

To deal with that situation Con- 
1935 enacted the first Bitu- 
minous Coal Act. This provided con- 
trol of prices in the coal industry 
and a formula for control of produc- 
tion It was 1936 by the 
Supreme Court be followed 
in 1937 by a new Bituminous Coal 
Act 

This second Act provided machin- 
ery for organizing the 6,000 units of 
the industry into an over-all Bitu- 
minous Coal Code. Through that 
code machinery was to operate to 
establish minimum prices that 
would provide the industry with 
“cost of production” and thereby 
save its economic life. 

This machinery headed up into a 
Bituminous Coal Commission in 
Washington with power to enforce 


gress in 


upset in 


only to 
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idustry’s minimum price 
through the levy of a 19'2 per cent 
tax on all producers who fail 
the code and abide by its rules. 


tax would be levied against 


to join 
This 
tne sale 
price of coal of non-code members 
at the mine. 
It is against 
the 


experiment nas peen 


this background that 


latest government price fixing 


conducted 
This trouble 
ym the fact that an effort 
was made to fix prices. The 


only to run int 
grows fr 
actually 
] sar experin 

on Dec. 16 

were fixed 
ym Feb 1938, wher 


ixed prices were rescinded 


MINIMUM PRICES PROPOSED 
T tart the Bituminous Coa 


self-government 


dC 

the governing. These boards 

supposed to determine the 
costs of producing coal and to work 
out the basis for minimum prices. 
But by the end of October the Dis- 
trict Boards had made so little prog- 
ress that the Bituminous Coal Com- 
mission issued a blast against what 
it described as a “state of chaos” in 
the industry and took upon itself 
the task of writing minimum prices. 

This work went on at the Com- 
mission until Nov. 30. It concerned 
just one product—soft The 
problem was to determine prices 
that could serve as a floor for 6,000 
producers. Involved was no question 
of wages and no question of retail 
prices, simply a question of a mini- 
mum price at the mine. 

On Nov. 30 the Commission an- 
nounced that after Dec. 16 the 
minimum price of coal in the dis- 
tricts producing 80 per cent of the 
nation’s would range from 
$1.95 to $3.55 a ton. 


30,000 DIFFERENT PRICES 

But within that range—for one 
commodity at only the first stage 
of distribution—there were 30,000 
different prices. 

This was due to the fact that in 
fixing prices the government Com- 
mssion found it necessary to provide 
different prices for different grades 
of coal, different prices to equalize 
differences in freight costs, different 
rices to the needs of different 
prices 


adjust 


coal, 


supply 


meet 
ypes of customers, different 
different 


in production costs. 


Y 
h 


for each mine to 
for differences 

Once 
started two months of trouble that 
ended when fixed prices were ter- 
minated. 

The simple determination of soft 
coal according to the Coal 
Commission, required the following 
organization of district boards 
of producers; organization of statis- 
tical bureaus in the districts; as- 
sembly of full data on costs of pro- 
ducing coal in 1936; determination 
of the average costs for each dis- 
trict; public hearings by examiners 
and determination of weighted ave- 
rage costs. 


A FLOOD OF PROTESTS 

Yet after that determination the 
complaints rolled in. 

The Act set up a Consumers’ 
Counsel to watch out for the inter- 
ests of the public. The Counsel se- 
lected was John Carson, former sec- 
retary to Senator Couzens of Michi- 
Mr. Carson complained that 

g had not been 


prices were fixed, there 


prices, 


steps 


gan 


tnelr own mine 


their fuel. 
Clevel opened an 
ground that the new 


1dd $250,000 to 


yn the 
would 
fue 4 COSLS 
Josephine Roche, form 
Secretary of = 

yw preside 

iin Fuel Compa 
her company sold 

yutput to one 
preparing to transfer 
own mines 
rices were alters 

n 


y 
D1i2 


fixed 
offerec 


that they could 


users of coal 
to show 
profitably shift from the use of soft 
coal fuel to oil or 
natural 
But at the same time one member 


as a the use of 


oaS 
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sioner 


blishment 
Commis- 
excuse Sharply in- 
price of coal to the 
household consumer. 
conscious of the fact that 
does not extend this Com- 
authority to regulation of 
full right to inquire into practices 
which directly affect the bituminous 
industry and I serve notice here and 
now that I propose to Keep this im- 
problem vigorously before 
the Commission for action.” 
The 


an 
creasing the 
domestic, or 
“I am 
the law 


mission’s 


portant 


Commission contended that 


th 
* Supp! 

price fat 
tion 


were 


while 
made to pay a 


produc- 


On that point nother Commis- 

ment 
Com- 

ry out the law 


said in a public Sta 
“Somewhere, somehow, 
LO Cal 


he position of protecting 
rs. We 
of 


cannot protect 
consumer inst an- 
Not a single producer, not a 


has appeared here 


aga 


> consumer, 


Charles F. Hosford, Jr. 


COAL PRICES AND THE 


IN PRICE-FIXING: 
BROKE DOWN 


John Carson 
—Underwood & Underwood, Wide World 


CONSUMER CHECKMATE 


“Prageeainterry interests, headed by John Carson, Consumers’ Coal 
4 Counsel, were instrumental in having revoked the price struc- 
ture set up by the Bituminous Coal Commission, headed by Charles 


F. Hosford, Jr. 





nse of the man who buys a 


few tons of coal 

Unde 
road 
on Jan 
prohibited the allowance of commis- | 


a year - 
from 


the 


large rail- 
Commission 
21 suspended its rules that 


pressure 


users of coal 


sions or discounts to big buyers 

On that occasion, Charles F. Hos- 
ford, Jr., chairman of the Commis- 
sion, said that coal producers in the 
East had “utterly failed to comply 
either with the spirit or the letter of 


+ 


the Bituminous Coal Act.” 

But by this time action had been 
Started in the courts to enjoin the 
enforcement on the prices fixed by 
the government on the ground that 
there had not been sufficient public 
hearing to establish the equity of 
these prices. The Consumers’ Coun- 
sel, John Carson, joined in taking 
that position. As a consequence & 
number of courts ordered prices 
suspended. 


AN APPEAL TO THE COURTS 

With some prices suspended the 
affected mines were free egain to 
compete on the basis of price, taking 
business from other mines still sube- 
jected to the government orders. As 
a result, many of the companies that 
favored the Act asked to have all of 
the prices suspended. Union officials, 
likewise, asked for this step. 

On Feb. 23 the Bituminous Coal 
Commission issued an order revoking 
all minimum prices and marketing 
rules effective Feb. 25. 

At the same time the Commission 
set about preparing to establish new 
fixed prices and new marketing 
rules, after full public hearing. 

Chairman Hosford asserted on 
March 3 that the soft coal industry 
now is losing between $15,000,000 and 
$18,000,000 a month owing to the ab- 


[Continued on Page 15.] 
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TEST-TOUBE BABIES 


automobiles, and hundreds of other manu- 


ROM the test tubes of industry have come 


many of the jobs that keep America 


busy. 


Fifteen 


million American men and 


women are at work today in jobs that did 


not exist in 1900. These jobs do exist today 


because, through research, industry has been 


able to develop hundreds of new products. 


And it has been able to make them so in- 


expensive that millions of people have been 


able to buy them. 


These jobs are “test-tube babies,” created in 


the modern research laboratories of industry. 


As a result, millions of people are employed 


today in welding, in making and selling 


radios, 


electric 


retrigerators, lamp bulbs, 


factured products invented within the 


memory of many now living. 


General Electric engineers 


and 


research 


scientists have contributed greatly to this 


progress. From the G-E Research Laboratory, 


in Schenectady, has come the modern electric 


lamp, which uses less electricity and gives more 


light, thereby saving the public $5,000,000 


a night. From it have come the modern 
Z 


x-ray tube which is helping the physician 


save lives, and conquer disease and suffering; 


the high-vacuum tube which makes radio- 


broadcasting possible; and many other devel- 


opments which have created new jobs. 


for every dollar they have earned for General Electric 


GENERAL 


1938 oO 


R SIXTIETH YEAR OF 


G-E research and engineering have saved the public from ten to one hundred dollars 


) ELECTRIC 


ELECTRICAL 


PROGRESS 
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With the Committees: | 


Laws in the Making 


Billions in appropriations. Tax 
bill emerges from committee. 
Banking Proposals. 


T’S A PEAK period for committees on Capitol 
now. The activities range from taxes, 
lding companies and Federal licensing 
of corporations to national defense planning, un- 
employment and labor inquiries and many other 
ngs on a proposed Fed- 


We 


Appropriation bills 





ust 












subjects, including hea 
eral Department of Arts 
running close to the billion mark are on the way. 


Taxes: 

Out from the House Ways and Means Com- 
mittee, after months of hearings and study, is 
the tax program. House leaders say 1t may pass 
the House this week. The Senate Committee on 
Finance has a right of way program for con- 
sideration there. (See Page 15) 


Super-Highway : 

The eight-billion dollar t 
highway project faded out apparently for the 
session when the Senate by 38 to 36 transferred 
the bill from the Committee on Banking and 
Currency. of which its sponsor, Senator Bulkley 
(Dem.), of Ohio, is a member, to the Committee 
on Postoffices and Post-roads. The chairman of 
the latter committee, Senator McKellar (Dem.), 
of Tennessee, prefers to have a commission study 
the subject before Congress acts. Acting Secre- 
tary of Agriculture M. L. Wilson advised Chair- 
man McKellar the project is not in accord with 
the President’s legislative program. 


ranscontinental super- 






Ss 







Banking: 

Companion bills to regulate bank holding com- 
panies are before Senate and House Committee 
on Banking and Currency. Their sponsors are 
Senator Glass (Dem.), of Virginia, and Repre- 
sentative Steagall (Dem.), of Alabama. Admin- 
istration leaders predicted enactment at this ses- 
sion. 

The Senate Banking and Currency Committee 
has reported favorably a bill to regulate “over 
the counter” operations of brokers, with Fed- 
eral, State and municipal securities exempt from 
the regulation 


Judiciary: 

The Senate Committee on Judiciary approved 
the nomination of Robert H. Jackson to be Soli- 
citor General of the United States. The vote 
was 10 to 2. The Senate later confirmed him. 


Federal Licensing: 

The Borah-O’Mahoney bill for Federal licensing 
of corporations was given hearing before the 
Senate Committee on Judiciary. Senator Borah 
charged that four corporations fix the price of 
food in this country. He gave no names but 
cited an FTC report as authority. 

Elmer T. Cunningham, of New York, for the 
National Association of Manufacturers, opposed 
the bill, saying it would retard recovery and re- 
duce employment. M. D. Griffith, for the New 
York Board of Trade, said it would be unwise, 
John D. Battle, for the National Coal Association, 
said it should exempt the bituminous coal 
industry. 


Fine Arts Bureau: 

Gutzon Borglum and Walter Damrosch told 
the Senate Committee on Education and Labor 
that they opposed the bill to create a Federal 
Bureau of Fine Arts because it would be more of 
a relief than an art measure. Mary Pickford 
telegraphed endorsement of the bill. Burgess 
Meredith, of the Actors’ Equity, favored it; Jane 
Cowl said it was strange that “American artists 
are given assistance by no one but themselves.” 
Lawrence Tibbett, while approving it in prin- 
ciple, said it would not be practical, and Lillian 
Gish advocated its enactment. Others, verbally 
and by telegram, expressed varying views. 


Transportation: 

Before the Senate Committee on Interstate 
Commerce, representatives of the Southern Pa- 
cific Railway and the Central Freight Associa- 


tion, advocated the Pettengill bill to liberalize 
the long and short-haul law. Before the House 
Compaittee, representatives of the Association cf 
American Railroads, and of the Pennsylvania 
Railroad, opposed legislation to limit freight 
trains to 71 cars. 

The House Merchant Marine Committee fa- 
vorably reported amendments to the 1936 law 
with respect to operating subsidies for inter- 
coastal trade, construction subsidies to aircraft 


for foreign passenger and express service. etc. 
The Senate Commerce Committee has a special 


group named to investigate alleged subversive 
and communistic activities among maritime 
labor. Its head is Senator Copeland (Dem.), ot 
New York 
Interior: 


After weeks of inquiry the Senate Committee 
on Public Lands favorably reported the nomina- 
tion of Ebert K. Burlew to be First Assistant Sec- 
retary of the Interior. 






Status of Major Bills 


H. R. 9682, Revenue Act of 1938, revising tax struc- 
ture; Reported to House March 1 

Public Res. 80, Appropriating $250,000.000 for relief 
to June 30; President signed March 2 

Public Res. 81, Appropriating $2,000,000 
grasshoppers; President signed March. 2. 

Public Law 437, Pen: s for impersonating govern- 
ment officers; President signed Feb. 28. 

H. R. 8947, Treasury-Post Office 
nual appropriations; 

H. R. 8837. 


to combat 





Department’s an- 
Sent to conference March 2. 


Independent Offices annual appropria- 
tions; Sent to conference March 2 
S. 3575 (Glass); H. R. 9702 (Steagall). To regulate 
dank holding companies; introduced March 3. 
S. 3452, To extend Disaster Loan Corporation’s lend- 


mg authority to apply to disasters 
dent signed March 3. 


in 1938; Presi- 
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Wide World 


Harris & Ewing 


THE VICE PRESIDENT STARTS WITH OYSTERS—ENDS WITH CHEESE 


JHEN it comes to sampling the prize specialties of the 48 States, 
Vice President John Nance Garner is in a class by himself. 


the most popular food umpire on Capitol Hill. 


tackling luscious bivalves provided by Senator Theodore F. Green, who 
was determined to prove Rhode Island’s superiority in the oyster world. 


He's 
Photo left shows him 


fanciers. 


Photo right reveals the Vice Presidential nostrils close to a soulful 
sweitzer cheese, the pride of Senator F. Ryan Duffy, who was deter- 
mined to prove that Wisconsin can tickle the palate with cheese, a de- 
termination which has met with opposition from New York's cheese 
And so on far into the night with the No. 1 food umpire. 





(QCISGIAALAIs THE TAX BILL TAKES THE SPOTLIGHT: 
ECONOMY'S FUTILE VOICE—A TVA INVESTIGATION? 


+ Speaker Bankhead ‘and Majority Leader Ray- 


Areee two months occupied mainly in ap- 
*™ propriating billions to keep the wheels of 
Government machinery turning for another fis- 
cal year, Congress at last comes to considering 
how to provide some of the wherewithal. 

House unveiling of a complicated and exten- 
sive tax-revision bill, containing more than 900 
sections, was the chief event of the Congress 
week. A 70-page report set forth Ways and 
Means Committee majority reasons for support 
of the measure, lauding its aims “to remove 
inequities, to equalize the tax burden and to 
stimulate business activities. ... without reduc- 
ing the revenue.” A minority report hotly at- 
tacked the bill, especially for its retention of the 
“vicious and indefensible principle of the un- 
distributed profits tax,” which minority com- 
mitteemen contended had been a major factor 
in the current business recession. 

Proposed revenue changes mainly involve cer- 
tain shifts in the tax burden rather than general 
reductions or increases. The measure is expected 
to yield about $5,300,000,000 a year. Leaders 
hoped the House would pass it after about four 
days of debate. (For analysis of the bill, see 
Page 15.) 


Meanwhile the Senate 
tackled another  long- 


SENATE ARGUES 
REORGANIZATION ; 

awaited reform 
OF U. S. BUREAUS sought by the President 


—the executive reorganization bill. Defense and 
attack centered on the broad powers it would 
confer on the Executive to shift and change the 
structure of Federal bureaus and agencies and 
the fact that it would end the bipartisan Civil 
Service Commission the disbursement- 
checking functions of the Comptroller General’s 
office. Economy advocates, led by Senator Byrd 
(Dem.), of Virginia, also charged that the pro- 
posed reorganization would not mean any ad- 
ministrative economy. 

Senators King (Dem.), of Utah, and Bailey, 
(Dem.), of North Carolina, assailed the “arro- 
gance” of bureaucrats, saying Senators who had 
opposed phases of the New Deal program had in 
consequence been “blacklisted” and subjected 
to political reprisals by bureaucratic administra- 
tors. The projected reforms would make ad- 
ministrators less responsive to the policy-mak- 
ing intentions of Congress, it was contended. 
Senator Byrnes (Dem.), of South Carolina, led 
defense of the proposed reforms. It was 
expected that debate on the bill would continue 
ail this week. (For transcript, see Col. 5.) 

Discussion of New Deal centralizing tenden- 
cies was continued in another connection when 
Senator Austin (Rep.), of Vermont, vigorously 
opposed confirmation of Robert H. Jackson, to 
be Solicitor General. He carried only three 
other Senators with him, however, the confirma- 
tion vote being 62 to 4. 

Capitol cloak room talk speculatively weighs 
possible significance of reports of changed 
White He use tactics in dealing with Congress. 
The President is said to have decided to re- 
frain from trying to force his party cohorts 
on Capitol Hill to adopt measures unpopular 
with the majority. 

It was anticipated that Mr. Roosevelt might 


project 


and 


relax his demands for anti-monopoly legisla- 
tion at this session. 

But it appeared that he would not give way 
on the matter of a wage-hour bill, even though 


burn (Dem.), of Texas, went to the White House 
to tell him there is small chance of getting 
it through Congress in its present mood. 


ECONOMY PLANS Two major appropria- 


tion bills occupied part 
IN BOTH HOUSES of the week’s delibera- 
GO UNHEEDED 


tions of both houses. In 
the Senate, a two-man economy drive, staged 
by Senators King (Dem.), and Vandenberg 





After the dance of the billions, 
who'll pay the piper? Congress gets 
the long-awaited tax-revision bi II, 
ponders its possible effects on rev- 
enues and on the business recession. 
Spenders and economy advocates con- 
tinue the battle over departmental ap- 
propriations and administrative reor- 
ganization. Partisan charges flare and 
investigation demands pop to make it 
a lively week on Capitol Hill. 











(Rep.), failed to put any dents in the $1,402,404,- 
022 Treasury-Post Office Appropriation bill, 
which was adopted after brief debate. The Utah 
and Michigan Senators sought a flat 10 per cent 
cut in the appropriation. The Senate instead 
added $2,051,736 over the total approved by the 
House. 

“Why talk any longer of balancing the 
budget?” protested Senator King, who predicted 
a deficit for next year of between two and four 
billions. 

Hottest partisan free-for-all of the week came 
during House debate on the $125,086,690 Interior 
Department Appropriation Bill. Representative 
Rich (Rep.), of Pennsylvania, supporting econ- 
omy amendments, set off the fireworks by charg- 
ing the President with lack of proper business 
sense. 

“He never ran a business,” shouted the Penn- 
sylvanian. “He does not know how to make a 
dollar.” 

He was in business in New York, reported 
Representative Bulwinkle (Dem.), of North 
Carolina. “And solid German marks,” said Mr. 
Rich. 

The President now is in another business, “the 
writing business,’ chimed in Representative 
Thomas (Rep.), of New Jersey. But the idea 
that he will keep a penny of profits from his 
syndicated writings has been denied, declared 
Representative McCormack (Dem.), of Mas- 
sachusetts. 

What about the President’s autographs, Mr. 
Rich demanded, on those $250 Democratic cam- 
paign books, which Republicans had alleged 
were sold to corporations in violation of the 
Corrupt Practices Act? If there was any ob- 
jection to that, it should be directed toward 


the Democratic party management, not the 
President, replied Mr. McCormack. 
But the President sanctioned the scheme, 


shot back Representative Hoffman (Rep.), of 
Michigan. ‘What difference does it make,” he 
demanded, “whether the money was paid to him 


+ or whether it went to the political organization 





to repay the money which had been spent to 
elect him?” 

“It is highly improper and decidedly unethical 
for anyone to attack or impugn the motives of 
the President,” cried Mr. McCormack. The party 
that conducted the “smear Hoover” campaign 
should not be so sensitive about 
shouted Mr. Hoffman. 

Ineffectively the minority tried to strike out 
of the bill a $50,000 item to finance a depart- 
mental publicity bureau for Secretary Ickes. 
Defenders of the item said it merely aimed to 
carry on publicity work formerly financed out 
of PWA relief funds. 


criticism, 


The lid on simmering 


COMES INTO OPEN; “issensions in TVA has 
explosively popped off 


INQUIRY SOUGHT with demand of TVA 


Chairman A. E, Morgan for a thorough inquiry 
into this broadly ramifying Federal project, in 
the interest of “honesty, openness, decency and 
fairness in government.” (See Page 2.) 

Following Dr. Morgan’s charges, revealing 
deep-running friction with his two fellow- 
directors of TVA, several Congress resolutions 
for an investigation were introduced. One 
jointly sponsored by Senators King (Dem.), of 
Utah, and Bridges (Rep.), of New Hampshire, 
seeks an inquiry into alleged derelictions run- 
ning from fraud on land purchases and power 
sales to deception of Congress committees, sup- 
pression of audits, coercion of rural power con- 
sumers and harassment of opposition newspa- 
papers. In the House, investigation demands 
were made by Minority Leader Snell (Rep.), of 
New York, and Representative Maverick (Dem.), 
of Texas, the latter an avowed friend of TVA. 

“I cannot see how Congress can keep from 
having an investigation,” the Texas member 
said. “We who are friendly to the TVA should 
be the first to demand an investigation and to 
put the searchlight on every act in order that 
we may be sure that if there are any faults they 
can be eliminated.” 

The investigation movement came to a head 
just after a court-appointed commission had re- 
jected as worthless damage claims of $5,000,000 
pushed against the Government by Senator 
Berry (Dem.), of Tennessee, and certain associ- 
ates for inundation, by dam building, of alleged 
marble lands they leased. Chairman Morgan 
charged that his two TVA co-directors had 
sought to “conciliate” Senator Berry's marble 
claims instead of rejecting them. 

The major proposal getting quickest action 
at this session has been the $250,000,000 supple- 
mentary relief appropriation bill, which was 
ready for the President’s signature March 1, just 
19 days after he had recommended its passage. 

The eight-billion-dollar super-highway proj- 
ect of Senator Bulkley (Dem.), of Ohio, vir- 
tually was removed from prospect of considera- 
tion at this session when a surprise resolution 
by Senator McKellar (Dem.), of Tennessee, took 
it away from Senator Bulkley’s Banking and 
Currency subcommittee, to the Post Office and 
Post Roads Committee, headed by the Tennes- 
sean. There, it was indicated, the project would 
slumber. A vast system of super-highways criss- 
crossing the nation, to be paid for eventually 
by toll charges, had been contemplated as a 
project to help combat the new depression. 


FRICTION IN TVA 


+ 

















Should the Bureaus 
Be “Reorganized’? 


New powers for President. Econ- 
omy vs. efficiency. What Sena- 
tors say of reform bill. 


—_———» e 


HE President’ for sweeping reorgani- 

zation of departments begins to 
undergo its baptism of fire in the Senate. Chief 
features of the bill attacned and defended ine 
clude proposed powers of the Executive to reore 
ganize and shift agencies around without cone 
sent of Congress, replacement of the three-mem- 
der bipartisan Civil Service Commission with a 
single administrator responsible to the President, 
and abolition of the Office of Comptroller Genera] 
with its present functions of legal review of dis- 
bursements before they are made Excerpts from 
the debate; 


SENATOR ByRNES 


plan 


execulilve 


(‘Dem.), of South Carolina: 
Every corporation in America, following good 
business judgment, has put its personnel in the 
hands of an administrator. A commission is just 
a debating society. 

From the standpoint of independence, who 
would be better qualified to administer the civil 
service law, three Civil Service Commissioners ap- 
pointed at will by the President, removable to- 
morrow at sight, or an administrator appointed 
for 15 years? . 

There is another provision which has caused 
much disturbance. It the one proposing vo 
give the President six assistants. What an awful 


is 


thing that is! Calvin Coolidge was the last 
President who changed the secretariat at the 
White House. He thought there ought to be 


three secretaries, and if our dear old friend Cal 
Coolidge could recommend three, I think nine 
are really needed. ... 

SENATOR Bal.ey: In the Economy Act, to which 
the Senator referred a few moments ago, 
there was a definite promise and assurance of 
reduction in Government expenditures, whereas 
in the pending dill we not only have no such 
assurance but we have been repeatedly informed 
that there is no intention and no hope of re- 
ducing the expenditures of the Government... . 


A MOVE FOR EFFICIENCY 

SENATOR ByRNES: The only purpose I have is 
that we shall secure economy to the greatest pos- 
Sible extent, while preserving efficiency, and I 
will say this: Whenever we promote efficiency 
we promote economy. ...I would not want the 
President of the United States to lead anybody 
to believe that by regrouping Government or- 
ganizations, by consolidating them, and by abol- 
ishing a few of the existing commissions, a large 
percentage of total appropriations can pe 
Saved. It cannot be done.... 

SENATOR Byrp: Mr. President, I think one of 
the greatest problems confronting the American 
people today is that of balancing the budget.... 
We will soon enter the ninth consecutive year of 
great deficits.... We are no closer to a balanced 
budget than we have been at any time since the 
depression began. ... 

The best way to economize to eliminate 
waste and extravagance and overlapping activi- 
ties and duplicated efforts. ... We are spending 
$14,000 every minute of every day and night, in- 
cluding Sunday. ... If the bill now before us is 
passed in its present form, not only will not a 
Single dollar be saved but the cost of govern- 
ment will increase many millions of dollars. ... 


BROAD PRESIDENTIAL POWERS 
The President is given broad power to do prac- 
tically anything he pleases with respect to the 


the 


is 


transfer, abolition, retransfer or regrouping of 
departments . Not only does this bill give the 
power to the President to abolish agencies of 


government, to establish new agencies of gov- 
ernment, and to rename agencies of government, 
but it gives him the power to change the policies 
of government adopted by Congress, in part or 
in whole. 

Under this bill the President may continue 
emergency agencies which have a definite date 
of expiration, provided he merges and consoli- 
dates such emergency agencies with some of the 
regular departments of government... . 

SENATOR Byrnes: Legally, what the Senator 


contends may be done, could not possibly be 
done. 
DEFENDS ACCOUNTING OFFICE 

Senator Byrp: I think it can be done ..e 


So far as I have found, the General Accounting 
Office has been the only controlling and re- 
straining influence in Washington for the past 
four years against the reckless spending of pub- 
lic money. . And now we propose to abolish 
the office of Comptroller General. 

SENATOR O’MAHONEY (Dem.),. of Wyoming: 
Does the Senator not acknowledge that the bill 
which has been brought in by the committee 
authorizes the Auditor General to make an ex- 
amination of every expenditure whenever, in his 
judgment, the expenditure is being made con- 
trary to law, and to make an immediate report 
to Congress? 

SENATOR Byrp: Yes; but there is a vast dif- 
ference in that, under the pending bill, the Audi- 
tor General is prohibited from auditing any ex- 
penditure until after it is made. . 


CHECKING UP EXPENDITURES 


SENATOR SCHWELLENBACH (Dem.), of Washing- 
ton: There never was an auditor in the history 
of the world who made a report that was so 
useless for the purpose for which it was intended 
as the 1937 report of the Acting Comptroller 
General. 

SENATOR Byrp: The Senator, of course, is aware 
that 19 agencies of the Government have been 
exempted from the General Accounting Act. 
Therefore it is impossible to get a complete re- 
port, because 19 agencies, including some of the 
largest spending agencies of the Government, 
have been exempted. . That is not the fault 
of the Comptroller General. . . . The exemption 
of these 19 agencies may have been caused by 
the lobbying of the heads of the agencies, who 
did not desire to have any control of their exe 
penditures by the General Accounting Office. 
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Wersqraz * 
LL brakes are 
accelerated American 

tion in the world naval rea) 
race. The United States will 

Japanese overtures for an arn 

itation conference, it was 

on authority of “a high ¥ 
tion official.” 

This policy statement was 
ed by a declaration in the Japanese 

Diet by Foreign Minister Hirota that 


appare 


prompt- 


Japan hoped to appeal to the other 


powers for a new understanding on 
Naval limitation. Previously in th 
Japanese note replying ng 
Franco-American 
ing Japanese battleship 
plans, the Tokio government ha 
dicated its receptiveness toward 
new conference on tota! quantitat 
limitation of navies 

At this, and having 
ident Roosevelt's stat it in 
Jan. 28 Navy message that “we 
a peaceful nation, cannot and 
not abandon active search among 
nations to limit arms and aggres- 
sion,” Senator King (Dem.), of 
Utah, and Representative Maver- 
ick (Dem.), of Texas, had intro- 
duced a Congress resolution asking 
the President to try to initiate a 
naval limitation conference. 

Short shrift for the King-Maver- 
ick proposal is indicated in Admin- 
istration to oppose 


requests 


determination to 
limitation overtures and put through 
the billion-dollar Navy expansion 
program sought by the President. 
NAVY BILL REPORT 

After a month of hearings, the 


House Naval Affairs Committee by 
a 20-3 vote has reported a bill em- 


TITLE RE 


+ Tide of World Affairs: 


hip and 


plane building 


st $1,121,546,000, ex- 


Xr 
handled 
t of the pro- 
at least 40 per 
the $800,000,000 
estimated 
Rejected in 
posed policy amendments to remove 
American naval craft from Chinese 
rs an iit the Navy in 
tile’ operations to a defense line in 
the mid-Atlantic and mid-Pacific 
Embodied in the bill, however, is a 
policy section denying purposes of 
aggression but asserting the aim to 
naval strength against pos- 
simultaneous attack in both 
ic and the Pacific. 
such defense, Assistant Navy 
Secretary Charles Edison, as one of 
final witnesses at the hear 
st would be $3,200,000,- 
1 he doubted whether the 
could afford it. Asked 
between leading 
powers would have any effect on 
Secretary re- 
believe in the 
since they had 
in the past 


-ommittee were pro- 


“hos- 


a pa 


peace, the Assistant 
plied he “did not 
sanctity of treaties 


trustworthy 


not proved 
PLANES VS. BATTLESHIPS 

Pressed by Representative Church 
(Rep.), of Illinois, to reveal reports 
on Navy “sec? tests” in the Pacific 
which allegedly had disclosed vul- 
nerability of battleships to airplane 
attack, Mr. Edison denied the right 
of Congress to have access to such 
reports, saying the legislative branch 
should trust the opinion of the Navy 
experts 

As the final committee witness, 
Glenn L. Martin, Baltimore airplane 
manufacturer, urged a 100 per cent 
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It’s stormy weather for peace doves. 


BRAKES OFF IN THE RACE 
FOR BIGGER ARMAMENTS 


American official- 


dom frowns down Japanese hints for an international naval 


limitation conference. 


On with the war preparedness push! 


The billion-dollar Navy expansion bill gains new legislative 


headway. 


Across the Atlantic, anxiety centers on stresses 


and strains produced by Nazi aims in Central Europe. 





increase in air armaments. Dissatis- 
fied with air defense provisions em- 
bodied in the new Vinson bill, Kern 
Dodge, president of the Air De 
fense League, wrote President 
Roosevelt calling for full investiga- 
tion of the controversy over relative 
efficacy of battleships and planes 
and publication of the allegedly sup- 
pressed reports on effectiveness of 
air attack against dreadnaughts. 
Three more of them at a cost 
$70,000,000 each, are to be built un- 
der the new program, in addition 
to the four now building or lately 
authorized. The Vinson bill con- 
templates a 50 per cent increase in 
Navy sea strength. Despite previous 
blimp disasters, it allocates $3.000,- 
000 to build another large $3,000.000 
dirigible, comparable to the “Los An- 
geles” and the “Shenandoah.” 

Noting criticisms by Navy expan- 
sion foes, Secretary of State Hull in 
a review of his department’s policies 
reaffirmed the aims of neutrality 
and non-aggression. Simultaneously 
it was revealed that the State and 
Navy Departments are seeking to 
establish ground for claims to pos- 
session of a number of distant Pa- 
cific small islands as potential air- 
plane bases. 


ON THE WAR FRONTS 

While an American Ci 
nority attacked 
wartime 
savoring of fascism and dictatorship, 
Tokio officials, trying to meet the i: 
creasing demands of prosecuting the 
extended war in China, encountered 
parliamentary opposition to passage 
of a drastic national 
bill, establishing tight controls ove 
all the national resources 


proposed 


universal 


conscription proposals as 


mobilization 


And as sanguinary fighting con- 
tinued, especially in Shansi provine 
plans of continued stubborn resist 
ance were pushed by Chinese 
government, with few signs of the 
Chinese morale 
hammer blows of the ag 

x * * 


THE THRUST OF THE NAZIS 

Austro-German relattons remained 
tense following Chancellor Schusch- 
nigg’s defiant speech pledging de- 
termined resistance to threatened 
German domination of Austria. A 
display of military force prevented 
@ march on Vienna by Austriar 
Nazis from the province of Styria 
At Graz, the provincial capital, uni 
formed Nazis storm-troopers noisily 
demonstrated in the streets in de- 

, 


caving in under 


sressors. 
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TWO PREMIERS UPHEL 
Harassed by internal strife and 
] t deadlock over laboi 
‘e’s Premier Chat- 
having obtained a vole 
policy 


unless the na- 


alter 
‘onfidence on foreign 
its domestic political 
give him 
united backing to fac: 


differences continued 


assurance 


Britain’s Premier 
Chamberlain won a 226 to 99 House 

Commons vote of confidence on 
tment of Viscount Halifax 
Eden as foreign 


Simultaneously 


S appoln 


ucceed Anthony 


hile was mourning 

orful Gabriel d’An- 

ional poet-hero, who led 

the march to retain Fiume for Italy 
after the World War, and who is 
t the inspiration for 

move- 


the Fascist 


ee? @ 


MOSCOW TREASON TRIALS 

In the one-time supper room of 
the Nobles Club of Czarist days, 
Moscow sees ¢ l batch of trea- 
son and mspiracy trials begun. 
Among iefendants are two for- 
mer Soviet 

At Berlin tl ‘ret tr 
Martin Niemoeller, militant 
nent of Nazification of the German 
Protestant Church, ended in his 
conviction only on minor charges. 


ial of Rev. 


Oppo- 
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ALMostT any car will ride well on a concrete high- 


way. The true test of comfort and ease of driving 


is the bad 


gravel, ruts, chuck-holes, twisting curves. 


is right here that 


appreciated. Its unique design means that comfort 
and safety for every passenger are built into it. 

In all closed types, body and frame are a single 
welded, rigid unit, fashioned of trusses like a bridge 
of steel. Passengers ride “amidships” in a compart- 


ment of steel —their weight and the car’s weight 


road-worn 


the Lincoln-Zephyr is most 


macadam, pitty asphalt, 


And it 


, 


balanced on soft transverse springs 136 inches apart. 
The body is wide. Visibility is great. Center of 
cravity is low. Riding is steady. You proceed with- 
out strain at a swift and even pace. 

On all roads, bad or good, the smooth, powerful 
V-12 engine sweeps you forward. Its performance is 
a constant source of pleasure to owners. And so is 
its economy. Because of advanced designing and 
the high ratio of horsepower to car weight. these 
twelve cylinders are thrifty. Owners report from 
14 to 18 miles to the gallon. 


are six body types from 


cluding two lively convertibles. 


that this modern 


federal taxes extra. The Sedan 


whic h to 
at medium 


“twelve” 


Motor Company, builders of 


A drive in the Lincoln-Zephyr will bring you 


up to date in your motoring knowledge. There 


choose, in- 
Each is evidence 


price is 


still the only car of its kind at any price! Lincoln 


V-12 and 


Lincoln 


Lincoln-Zephyr V-12 motor cars. 


Prices begin at $1295, delivered at Detroit factory. State and 
(illustrated above with white 


side-wall tires) is $1395, delivered at Detroit factory. 


LIVCORA-TEPHYR VIZ 














Landscape Architects are thinking of hanging 
parking lots on the second stories of corner buildings in New 
York. They want to suspend big hollow drums over every 
intersection. You'd drive your car up a ramp onto the drum 
where a turntable in the center would whisk you around to 
a vacancy ina stationary outer ring. This, which must be 
roughly Plan No. 4,236 for the solution of city parking probe 
lems, could be known as the Roundhouse Razzle Dazzle. We 
feel it would offer a lot more thrills than the Ferris Wheel 
device and other pokey rides suggested as methods of freee 
ing the streets for taxicabs, 


BRANDED BEHAVIOR 


The Scarlet Letter has become a broad red stripe in Cal- 
ifornia. A Supreme Court Justice on the coast sentences 
many drunken, reckless, and hit-run drivers to having a four- 
inch crimson band painted on their cars. Most drivers, so 
branded, are shamed into staying otf the roads or mending 
their ways. Those who just don’t care at least warn motor- 
ists of their habits, and careful drivers can run for cover 
when they see a red stripe coming. 


A MANUFACTURER OF HATS, with a coast-to-coast 
distribution, had to raise wages, and because his sup- 
pliers of raw material likewise increased their payrolls, 
he had to pay more for his fur. To meet the increase 
in cost of his hats he raised his wholesale price from 
$36 a dozen to $39. The dealers added 50 cents to the 
long established retail price. Over a period of almost 
a year the sales of this hat fell off 20%. The manu- 
facturer discharged a fifth of his workers, and bought 
a fifth less from his suppliers. Thus the total payroll, 
increased at the beginning of the year, is now con- 
siderably less than it was when the hourly rate was 
lower. 


THE FIRST COMPREHENSIVE SURVEY of the pe- 
troleum reserves in the U.S. was made in 1925. Several hun- 
dred geologists and engineers studied the figures. The total 
arrived at was five billion, three hundred million barrels. 
Since then actual production has heen twelve billion barrels! 
We have taken out of the ground more than twice as much oil 
as there seemed to be recoverable thirteen years ago. A new 
estimate has been made as of January 1, 1938. It puts the 
quantity of crude we can expect to get at fifteen billion, five 
hundred million barrels. 


Don't lay up your car yet for fear of a gasoline shortage. 


FIREMEN who don't like to leave their rummy game any 
oftener than is absolutely necessary have found a champion 
in the person of a certain service station operator. When 
its driver and a passenger deserted a blazing furniture truck 
in front of his station, this thoughtful fellow leaped into the 
cab, carted the fire four blocks down the street and depos- 
ited it in front of the firehouse. The local newspapers 
played the story up, and the service station man is just a bit 
worried. There's the possibility that people will leave all 
kinds of calamities with him—like ailing cats that need a 
veterinarian, shirts with buttons off, and congressmen with- 
out a proposal for new taxes. 


BY THE WAY, CONGRATULATIONS, SENATOR! We'd been hoping 


you had it in you, and it begins to look as though you have. It is en- 
couraging to note that you have gone on record definitely as opposing 
the administration's proposal to cut road building in half. The argu- 
ment was just a little too stiff to get around, wasn’t it, Senator? High 
way expenditures are 80-85 per cent labor; highway labor is 85-90 per 
cent relief rolls, relief rolls still are heavy, and the country needs new 
roads. Now, if you just don’t suffer a change of heart before you vote 
and decide after all to put the motorists’ money into another dam some- 
where, we'll promise to lay off for a while. 





A PENNSYLVANIA SERVICE STATION reports a new type of 
personal attention. After servicing a motorist’s car, the atten- 
dants found that the customer himself squeaked decidedly when 
he walked. It didn't sound just right around a car with freshly 
oiled springs—sort of spoiled the effect. Inquiry revealed the 
man had a wooden leg which complained a little at the joint. It 
was a simple matter to get the trouser leg up, oil the joint, and 
send both man and car away happy and squeakless. 


THE DAY OF THE ROCK HOUND, the geologist with his 
hammer, has largely passed in the oil business. Nowadays the geologist 
works with logarithms and calculus, with drafting board and earphones. 
The new science of geophysics has become an important aid in locating 
oil underground where the geological formation is favorable to its use. 
They have even used this method to locate oil pools under water several 
thousand feet from the shore. The search for petroleum has gone 
scientific. 


THE STANDARD OIL COMPANY OF NEW JERSEY al- 
ways has done everything in its power to promote safety on 
the highway, and we're very much interested in this matter 
We're giving it a lot of thought right 
now and we'd welcome suggestions from you addressed to 
Northrop Clarey, Standard Oil Company (N. J.), 30 Rocke- 
feller Plaza, New York City. 


of curbing speeders. 
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+ The Question of the Week: 


George H. Houston 


President, Baldwin Locomotive 
Works, Philadelphia, 


answers: 
N March 2d I testified before the 
Special Committee to Investigate 
Unemployment and Relief. Includ- 
ed in my statement was the follow- 
ing comment with regard to the So- 
cial Security Act: 





“The Social Security Act, which 
assumes to create, by a direct tax 
upon employment, vast reserves in 


the possession of the federal gov- 
ernment, ostensibly for purposes of 
relief but actually used for financ- 
ing the current expenses of govern- 
ment, should be amended to place 
the entire program upon a pay-as- 
you-go basis, financed by some form 
of taxation which does not ize 
marginal employment 

“The effect of such penalty is 
to convert marginal employment in- 
to regular employment, but rather 
to terminate marginal undertakings 
and with them marginal employ- 
ment, with a net reduction in over- 
all employment.” 





penal 


not 
nov 


Rep. A. W. Robertson 


Democrat, of Virginia, Member, 
House Committee on Ways and 
Means, 


answers: 
I HAVE your letter of the 2nd, in 

which you propound two ques- 
tions dealing with the Social Se- 
curity Act. Any answer I might un- 
dertake to make would be just a 
guess, and, therefore, of no value. 
The Social Security Act was adopted 
without adequate knowledge of what 
was involved. Before the Congress 
undertakes to rewrite the Act, it 
should be in possession of all avail- 
able facts 

In my opinion, the best contribu- 
iton that the Congress could make 
to a 1938 business recovery would be 
to pass the tax and appropriation 
bills and adjourn. Experience has 
demonstrated that changes in the 
Social Security Act are both desir- 
able and necessary, but before the 
Congress undertakes to make those 
changes the whole subject should be 
further and more fully studied. 





J. Douglas Brown 
Professor of Economics, Prince- 
ton University, 


answers: 


Question 1. Do you think the 
Social Security payroll tar has 
had the effect of increasing the 
use of machinery to reduce hu- 
man labor and hence payrolls? 
While any added charge upon the 

employment of labor will have eco- 
nomic repercussions, I know of no 
evidence to date to prove that the 
Social Security taxes have stimulat- 
ed the introduction of labor-saving 
machinery to any definitely measu- 
rable degree. 

The effect of pay roll taxes is to 
create a slightly readjusted equilib- 
rium between labor costs, other costs, 
selling prices, and profits. Already 
pay roll taxes for unemployment in- 
surance have found their way into 
reserves and benefits in a way which 
affects the demand side of the eco- 
nomic equation. Also, labor costs in 
the production of labor-saving ma- 
chinery would be a limiting factor 
in any displacement 

Meanwhile, wage rates are contin- 
ually readjusting to any new equilib- 
rium as influenced by the business 
cycle, the changing character of de- 
mand, and price readjustments due 
to improved methods 

Question 2. Would you favor 
replacement of the Social Secu- 
rity tazes on payrolls with a tax 


on machine hours or even on 
gross sales? 
No. I do not believe that either 


of these taxes would be sound for 
this purpose, either in theory or ad- 
ministratively. 

(Editor’s Note. Professor Brown 
submits this opinion as a profes- 
sor of economics and not as chair- 
man of the Advisory Council of 
the Federal Social Security Board.) 





Rep. Frank Crowther 
Republican, of New York, Member, 
House Committee on Ways and 
Means, 


answers: 
HETHER the Social Security pay 
roll tax has had the effect of 
increasing the use of machinery, is 
a question regarding which I have 
no authoritative information. 
However, it seems to me that the 
trend of this tax policy will be in 
the direction of a gradual displace- 
ment of workers as inventive genius 
develops the machinery. Possibly 
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+ the suggested tax on machine hours ¢ 


| 


is the answer, but a tax of that 
| character or the suggested gross 
sales tax deserves thorough study 


1on 


and considerat 


Dr. Howard H. Preston 


Political Economist, University 
of Washington, Seattle, 


answers: 
(By Telegraph) 

AY ROLL taxes will tend to in. 

crease the use of machinery in a 
limited number of border dine cases. 
I have no data as to the extent to 
which this has taken place. Ulti- 
mately the incident of the taxes will 
be largely upon wage earners and 
consumers. 

The contributory feature of the 
old age program should be retained 
This can be better achieved by a 


ERNARD M. BARUCH believes the Social 
Security payroll taxes increase techno- 
logical unemployment and so should be re- 
His view, expressed before a Senate 
on Unemployment 
provides the Question of the Week. 


vised. 
Committee 


To obtain other views on this subject, The 

| United States News addressed to members of 
the Advisory Council on Social Security, mem- 

bers of Congress and others, these questions: 


taxes 


the layoff tax. 


This tax should be in addition to | 


the present contributions under So- 


cial Security because the income of 


the Social Security system will prob- 
ably be insufficient to meet the de- 


for profits diverted during 
good years to set up reserves against 


and Relief, 


N 


sales? 


on Page 12. 


The problem of Social Security 
taxes 
light of the general budget situa- 
tion. It is doubtful whether a bal- 
ance of the budget will be achieved 
within the next five years. The 
farmers have just obtained a large 
grant on the basis of which they 


must be considered in the | 
| Treasury next year. Armaments are 


pay roll tax than by those suggested, | mands for benefits. may be expected to press for sti!l | 
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1. Do you think the Social Security pay- 
roll tax has had the effect of increasing 
the use of machinery to reduce human 
labor and hence payrolls? 

. Would you favor replacement of the So- 
cial Security taxes on payrolls with a 
tax on machine hours or even oh gross 


Answers are presented on this page and 
Others will appear next issue. 


The veterans are 
the 


larger subsidies. 
preparing new demands on 


necessarily a heavy continuing bur- 
den because it costs about half as 
much to keep armed as it does to 
arm. Relief expenditures will con- 
tinue large for some years to come. 
The pressure groups created by old- 


+ age assistance will 


be difficult wo 
control. 

Consequently, unless we do an ex- 
traordinarily good job of increasing 
the national income, the budget defi- 
wlil remain for some years +0 
come. This fundamental fact should 
be kept in mind in considering 
changes in the so-called Social Se- 


curity taxes 


cit 








J. Frederic Dewhurst 


Economist of the Twentieth 
Century Fund, 


answers: 


O FAR as I know there is no in- 
formation now available which 
would justify a categorical reply to 
the question you ask as to whether 
the “payroll tax has had the effect 
of increasing the use of machinery 
to reduce human labor and hence 
payrolls.” 


HAS SOCIAL SECURITY TAX ON PAY ROLLS 
CAUSED MACHINERY TO DISPLACE LABOR? 


> 





— 


Until enough time has passed to 
permit the collection of significant 
information it is impossible for me 
to do more than express an opinion, 
arrived at deductively, that a pay- 
roll tax paid by employers would 
have the effect of stimulating the 
displacement of labor by machinery. 
At a rate of only 1 per cent this 
effect would probably be slight, but 
in my judgment it would become 
appreciable at a rate of 3 per cent. 

So long as the present contribu- 
tory old age benefits system, involv- 
ing collection of the workers’ con- 
tributions by the employer, is re- 
tained it seems to me desirable, for 
administrative reasons, to retain the 
tax on payrolls. I believe, however, 
that the tax should be kept at a low 
level. 

Aside from this consideration nei- 
ther the payroll tax nor the gross 
sales tax is a desirable form of tax. 
Both are regressive in nature inas- 
much as their burden is transferred, 


[Continued on Page 12.] 











Evans Clark | 
Director, Twentieth Century Fund, 
New York, 

| 
answers: { 
(By Telegraph) 

HAVE no statistical evidence that | 

payroll tax has increased use of | 
machinery-replacing labor, but be- 
lieve this will be one long-run effect. 

I do not 
hours or sales, 


favor 


those most able to pay. 

Such taxes are not an undesira- 
ble direct charge on either industry 
or labor, like present taxes, and do 
not involve fantastic unnecessary re- | 
serve fund evils, now rapidly in- 
creasing. 


Rep. Harold Knutson 


Republican, of Minnesota, Member 
House Committee on Ways and | 
Means, | 


answers: 
HE Social Security Pay Roll tax 
has done much to reduce em- | 
ployment, particularly in smaller 
plants. This I know to be a fact. 
No doubt its operation has stimu- 
lated the introduction of labor-sav- 
ing machinery in larger plants. In 
fact, this tax should be listed as a 
nusiance tax, for that is what it is. 
Employers of labor would welcome | 
almost any substitute tax in its stead 
provided such tax would obviate the | 
necessity for so much bookkeeping | 
and the filling in of countless forms 
as is now required. 
I can think of no substitute that 
would not be an improvement and I 
would vote for such _ substitute 
whether it be a tax on machine 
hours or on manufacturers’ sales. 
By all means let us change the 
present method. | 


Sumner H. Slichter 


Professor of Business Economy, 
Harvard Business School, 


answers: 
(By Telegraph) 

OCIAL Security pay roll taxes now 

total 4 per cent. They have been 
a minor influence in inducing the 
substitution of machinery for labor 
in comparison with the 15 per cent 
increase in the price of labor and 
the drop in labor efficiency that has 
occurred during part of 1937. 

In so far as higher labor costs 
have encouraged employers to sub- 
stitute machinery for labor, their 
effect during the last year was prob- 
ably to increase employment rather 
than to diminish it because labor 
was used to build machines. 





| 


guide the destiny of RCA have been radio 
have loved and honored radio. 


In the long run the kind of in- 2 ig wed ite de itty . 
snaaat te Gr ae hey have obeyed its demand for unremitting research, for 
most harmful to employment are tireless exercise of ingenuity, for constant thinking. 


those which reduce the number of 
attractive investment opportunities 
rather than those which encourage 


| Sixteen years ago RCA men knew radio so well that they 
based the development of their business on the belief some 
day every home in the United States would have a radio... 
Today, 26 million homes have them...also 5 million cars. 


ROM the very inception of radio the men who now 


It is but natural that these men, through their own labors, 


men. They 





wasn't a good guess...it was 


tax on machine | 
but believe in the 
principle that funds for Social Se- 
curity should be raised exclusively 
by graduated general personal in- 
come taxes which place burden on | 








had realized the opportunities for service which it would offer. 

So it was good judgment, not good guessing, which enabled 
RCA men to predict—at a time when radio receivers were 
laboratory apparatus—that virtually every home would have a 
radioinstrument. How rapidly this forecast is being approached 
is proved by the latest figures which place the number of 
radio equipped homes in the United States at 26,428,797. 


It is the unceasing endeavor of RCA to apply to all 


branches of radio, at all times, 
the good judgment of which 
its unmatched experience has 





IN RADIO—AND TELEVISION 
— IT'S RCA ALL THE WAY 





employers to buy machines 

I do not favor replacement of the 
Social Security tax with either a tax 
on machine hours or gross sales. 
Taxes on machine hours would work 
out very unevenly as between indus- 
tries because some use much more 
machinery than others. I do not re- 
gard a sales tax as sound. 

One of the advantages of the pres- 
ent so-called pay roll taxes is that 


they are not really taxes at all. They | 


@ RADIO CORPORATION OF AMERICA 


fall in the last analysis upon the 
wage earners. But the money col- 
lected all goes back to the wage 
Consequently, they repre- 
sent forced saving rather than tax- 
ation. 

I think that a small tax upon 
layoffs mer*sy serious study and con- 
sideration, particularly if employers 
are given exemption from income 


earners. 


should have acquired good judgment in all that pertains to radio. 

Twelve years ago, when the National Broadcasting Com- 
pany was founded by RCA, and radio broadcasting was in its 
infancy, RCA men were veterans in radio communications, 
a youthful, but already mature art. Some years earlier these 
experienced men had foreseen the coming of broadcasting, 


made it the fortunate possessor. 

Foremost of all the facts that 
good judgment recognizes 
about radio is...only by genu- 
ine service in the public interest 
can radio hold its rightful place. 


RADIO CITY, NEW YORK 


RCA MANUFACTURING CO., INC. « 
NATIONAL BROADCASTING COMPANY e 


RCA INSTITUTES, INC. « 





Radio Corporation of America is 
the only organization in the world 
engaged in every phase of radio. Its 
long experience and its resources 
are coordinated for the advance- 
ment of Radio Communications, 
Broadcasting and Manufacture. 








RCA COMMUNICATIONS, INC. 
RADIOMARINE CORPORATION OF AMERICA 
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Duve an Oldsmotile / 


LET THE CAR SPEAK FOR ITSELF / 


+ labor dispute and hence the Norris- 


Weensqrata x Union Victories LaGuardia Act did not apply 


In Supreme Court Rulings. mts ine ince st vie ce (Sgn ot the Nise Sen Sock “YOU GET THE FEEL OF QUALITY 


iat te detaen topes | win ue page | THE MINUTE YOU TAKE THE WHEEL 
-- QUALITY IN ITS SMOOTH KNEE- 


ACTION RIDE... QUALITY IN ITS 





circumstances. Six employes of the Brooklyn- 

Manhattan Transit 

CLOSED SHOP QUESTION threatened with loss of their jobs 
One of the most far-reachin 


! they refused to join the 
pects of the decision was its dec- Workers Union (CIO), 


The working man scores a clean sweep in five Supreme Corporation | 


Court rulings. NLRB is sustained in ordering dissolution of 
company unions, anti-labor injunctions are curbed and the 


because 
| Transport 


term “labor dispute” is construed on a broad basis. 


These 


decisions are momentous in the field of labor relations. What 
the court did and what it means are explained here. 








/HEN the Supreme Court finished 

handing down decisions on Feo 
28, the cause of union organization 
was able to chalk up a score of five 
points. 

Two of the points were minor, but 
the other three were decisioas which 
cast a long shadow in the field of 
labor relations They {!nvelve the 
status of company unions and the 
procedure that may be adopted by 
labor organizations for persuading 
employers to make agreements with 
them. The labor injunction as a 
weapon of industrial warfare ap- 
peared to have lost some of its edge. 

Briefly, the Court ruled that the 
Labor Board may rightly order em- 
ployers to disestablish employe rep- 
resentation plans, or company un- 
jons; that is, to withdraw recognition 
from them as bargaining agents for 
employes. 

In two cases decided, the Pennsyl- 
vania Greyhound Lines, Inc., and 
the Pacific Greyhound Lines, Inc., 
were both ordered to withdraw 
recognition from employe associa- 
tions which had taken the initiative 
in organizing. 

Both decisions were unanimous 
They followed a precedent of 1930, 
rendered under the Railway Labor 
Act of 1926. 


LABOR INJUNCTIONS 

In the third decision handed 
down cn Feb. 28, the Court broke 
new ground. It declared that the 
Norris-LaGuardia Act of 1932 for 
limiting the issuance of labor in- 
junctions by Federal courts was con- 
stitutional. 


“There can be no question of the 
power of Congress,” the Court said, 
“to define and limit the jurisdiction 
of the lower courts of the United 
States.” 

The opinion was divided, five jus- 
tices subscribing to the decision 
given and two dissenting. Justices 
Cardozo and Reed did not partici- 
pate. The dissenting opinion, how- 
ever, did not take issue with the 
declaration that the law was valid. 
t attacked that portion of the ma- 
pority opinion which construed the 
term “labor dispute.” 

The controversy concerned a re- 
tail meat chain, A. G. Shinner & 
Co., which operates five stores in 
Milwaukee. The employes dealt 
with the firm through a species of 
employe representative plan. None 
of them belonged to the A. F. of L. 
union claiming jurisdiction in this 
field, the Amalgamated Meat Cut- 
ters and Butcher Workmen of North 
America. 

BACKGROUND OF THE CASE 

A representative of this A. F. of 
L. union called an official of the 
company by telephone, asking him 
to sign a contract with the union 
under which all his employes would 
be required to belong to the union 
as a condition of employment. The 
company refused, whereupon the 
union picketed its shops, declaring 
that the company was unfair to or- 
ganized labor. 

The company then secured an in- 
junction in the Federal District 
Court at Milwaukee, the court hold- 
ing that the situation involved no 


Wide World 


MR. BRIDGES ARRIVES WITH A REBUTTAL 


Harry Bridges (left), President 


of the International Longshore- 


men and Warehousemen’'s Union, recently charged with being a 
Communist before the Senate Commerce Committee, confer: ng with 
Lee Pressman, General Counsel of the C. I. O., who sent a letter to 


Senator Copeland, chairman of the Committee, requesting 


permis- 


mission for Mr. Bridges to testify in answer to the charges. 





laration regarding the union’s ef- 
forts to obtain a ¢ I 

The employer had argued that 
yield to the union's 
be to coerce his employes into j 


ingau 


losed shop 
demand 


nion which they did not 
to join. This, he contended, wa: 
rectly contrary to the 
down in the law 
coercion by employers. 

The majority opinton stated tl 
the Court could find nothing in th 
Statement of policy which narrow; 
the definition of a labor dispute as 
found in the statute. 


policy 


which condemns 


Which the company had a 
to have 
enjoined from dis- 


refused 


10p contract, asked 


company 


junction 
declined 
absence 
“final judgment.” 
The Court agreed, on request 
of the Labor Board, to review a Cir- 
ut Court of Appeals decision. This 


f enforce a 


decision was a refusal to 
Labor Board order for reinsta 
who had struck 
the Mackay Radio & Tele- 


graph Co 


tement 
of certain employes 


agalnst 


QUIET, EFFORTLESS PERFORMANCE 
--- QUALITY IN EVERY ONE OF ITS 
MODERN FINE-CAR FEATURES /” 


A GENERAL MOTORS VALUE 
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The dissenting opinion, however, 








Sema 


“This folder showed me how to 
save money on time purchases” 


How much are you paying 
for installment credit? 


Free Folder Tells Simple Way 
to Figure True Interest Rates 


Do you know how much you 
pay for credit when you buy a car, 
radio, refrigerator or other mer- 
chandise on the installment plan 
—or when you get an installment 
loan? You can often save money 
by comparing the various plans 
offered and selecting the lowest 
cost credit adapted to your needs. 

Many different credit and loan 
plans are offered today. They dif- 
fer in method and amount of 
charge, also in size, number and 
time of installment payments. 
Many plans offered consumers 
involve discounts, ‘‘service fees,” 
and ‘‘carrying charges.” 


How to compare costs of 
installment plans 


Unless you are a mathematician 
you probably have trouble com- 
paring different plans offered you. 
To compare them it is necessary to 
calculate the true rates of interest 
charged. The true rate of interest 
tells you the price you pay for 
credit whatever the payment plan. 

As part of its consumer educa- 
tion program Household Finance 


has just published a quick, easy 
method for figuring true interest 
rates. With the ‘‘Consumer Credit 
Cost Calculator’’ you can deter- 
mine the credit cost of any plan in 
just a few moments. In addition to 
comparing prices on an article or 
service, you can now compare 
credit plans and choose the most 
economical for your purpose. You 
are invited to send for this helpful 
calculator. Mail the coupon below 
and you will receive a copy with- 
out obligation. 


HOUSEHOLD FINANCE 
CORPORATION and Subsidiaries 
Headquarters: 919 N. Michigan Ave., Chicago 
“Doctor of Family Finances” 


+++ One.of America's leading family finance orgonizotions 
with 229 branches in 147 cities 


bed Complet: t f . 
1878 * j2."fo the American Famiy * 1938 


Houst1Hoip 
ept. | 
919 N. Michigan Ave., Chicago, 


FInaNce CorPoraTION 
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Please send me without obligation 
your new “Consumer Credit Cost 
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hestertiel 


- youll find MORE PLEASURE 
in Chesterfields 


milder better taste 


Copyright 1938, Liccsrr & Myzrs Tozacco Co. 


... getting and giving 
more pleasure 


“Rhapsody in Blue”’—it’s 
Chesterfield Time—light up and 
enjoy that refreshing mildness, that 
Chesterfield better taste that 
smokers like. 


Chesterfields have the best in- 
gredients a cigarette can have 
—mild ripe tobaccos, home- 
grown and aromatic Turkish, 
and pure cigarette paper. They 
Satisfy... millions, 
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d Newspapers 


Cartoonist Talburt for e § 


But Maybe a Bear Trap is Needed 





Editorial Comment, 
Pro and Con, on: 


1. Revision of Security Program 


2. Future of the Railways 


3. The Ickes Address to Britain 


N THE judgment of 65 per cent of commenting 
| newspapers, there should be an early revision 
of the old-age provisions of the Social Security 
law, changing the future tax requirement so that 
it would be kept at the present 1 per cent for 
the employe and at a similar rate for the em- 
ployer. 

To 35 per cent of commenting newspapers 
such change is unnecessary, but measures should 
be taken to prevent irregularities in the han- 
dling of the funds such as have been uncovered 
in some States. 

In the comments of some supporters of the law 
the contention that the 


as it stands appears 
fund should be examined 


handling of the reserve 
by Congress with a view to correcting any de- 
fects which have come to light. 


Railroad Financial Problem 


FFORTS to solve the railway financial prob- 

lem by some form of agreement among ex- 
formulated at a conference 
auspices, evoke suggestions 
commenting newspapers 


isting lines, to be 
under Government 
from 60 per cent of 


that federal control be relaxed to permit the 
roads to seek business in free competition. 
argued 


It is that when the railways were 


























Cartoonist Car e in the New York Herald-Tribune 
The Siamese Twins 
brought under control of the I. C. C. there were 
evils r ited due to monopoly of trans- 
C today id i ‘ms of competi- 
developed so that the natural monop- 
oly has been well-nigh de vec 
Such a: we y 40 
per cent of commen gue 
that the best solution is « ) several 
ir gated SW and 
economically op te¢ 
Against this merger plan, however, some -edi- 


in K 


tors advance th« ch mergers 
the weaker 1 and various 
areas left without proper rail service 





lines would be 


Broadcast of Mr. Ickes 


ROTEST is made by 75 per cent of commenting 

















newspapers against the broadcast to Great 
Britain by Secretary of the Interior Harold 
L. Ickes, in which he assailed fascism and com- 
munism as menaces to democracy. The address 
is praised by 25 per cent 

Critics contend that, although Mr. Ickes pro- 
fessed to ne speaking solely as a private citizen 
foreigners, as well as Americans, would identify 
him with the Administration, and assume that 
he was discussing the foreign policy of the Gov- 
ernment. 





Some editors fear that the address may be in- 
terpreted in Great Britain ana France as an offer 
of aid in possible complications with dictator- 
ships. They agree that no such proffer was made 
but contend that in any case it is ill advised for 
the head of a department, solely concerned with 
domestic matters, to discuss foreign policies 
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Kewsgrau 


| qqeakdpewepts all commenting newspapers 

agree with the criticism of some Adminis- 
tration policies voiced by Bernard M. Baruch 
in a statement to the Senate Committee on Un- 
employment. None takes exception to his charge 








that “unemployment is now traceable more di- 
rectly to government policy than to anything 
business could or should do.” 

Many editors single out for special emphasis 
his statement that “the single missing element 
in a great forward movement is a feeling of se- 














curity—a belief that money can be spent or 
invested without confiscation of reasonable 
profits”; that “American assets will not agaia 
be subject to some great arbitrary change in the 


Cartoonist Pease in the Newark Evening News 
“We Can Try Either, But Not Both at the 
Same Time’’—+Baruch 


mony: 





value of money,” and that “there are to be no 
further disturbing assaults on business.” 





“If Mr. Baruch is right, 
and many outstanding 
business leaders will in- 


A PLEA FOR SPEED 
IN PASSAGE OF 
TAX REVISIONS 


of national welfare.” 


(Ind.), “must be arrived at reluctantly, for they 
are thinking not in political terms primarily, 
nor in selfish values, but in the patriotic sense 


“PUNITIVE” LEVIES 
DECLARED TO BE 

THROTTLING TRADE (Rep.), 
cord (N. H.) Monitor (Ind.) says of the testi- 


WIDE APPROVAL GIVEN MR. BARUCH'’S VIEWS 


¢ Transcript (Rep.), urging that “it is about time 
that he listened and paid heed.” 

“Mr. Baruch is uncompromising,” it is pointed 
out by the Macon (Ga.) Telegraph (Dem.), “in 
his repudiation of the New Deal policies. He 
says in the most emphatic terms that they have 
brought about the present stagnation in busi- 
ness and that there can be no recovery so long 
as these policies are pursued. . 
the whole Administration policy.” 


He indicts 


“The feeling of in- 
security” impresses the 
Buffalo Evening News 


while the Con- 


“It is a sort of mild anti-climax to fruitless 
months of agitation against 
designed and startlingly effective in throttling 
private enterprise. 
ditional criticism makes it important.” 


taxes punitively 


But the source of this ad- 


“We must decide,” says the Altoona (Pa.) 
Mirror (Ind.), “whether we will continue our 








ing its tax reform bills. 
written into the law are 


over the cliff.” 


“It is not often that friends of the President 
are so frank,” declares the Lynchburg (Va.) 
Advance (Dem.), “and it is a pity that more of 
them have not talked so straight from the 


shoulder as Mr. Baruch.” 
“The arraignment 

tion’s life,” declares the 

Daily Times (Ind.). 


“A free business, unhandicapped in its initia- 
tive,” in the belief of the Atlanta Constitution 
(Dem.), “is the one essential to a prosperous 
remove the 
things that have hampered business too quickly 
for the general good of the entire nation.” 

“Such opinions on the part of Mr. Roosevelt’s 
well wishers,” states the Flint (Mich.) Journal 


America, and Congress cannot 


could have 
greater force from no other figure in the na- 
Davenport 


sist that he is,” says the 
Winston-Salem (N. C.) Journal (Dem.), “then 
the Government should speed up plans for pass- 
The sooner the invest- 
ing public is assured that tax inequities now 
to be removed, the 
sooner will confidence push Old Man Recession 


“The Administration 
must slow down,” con- 
cludes the Newark (N. 
J.) Evening News (Ind.), 


“BREATHING SPELL” 
1S URGED UPON 
ADMINISTRATION 


profits system or substitute therefor a paternal 
system. We can’t have both at the same time. 


“There is no denying that the profits system 


come with 


its stride.” 


(Iowa) 


no more surprises.” 


' 


“if there is to be that degree of assurance with- 
out which American business will not recover 


The Evening News adds as to the criticisms 
which were made by Mr. Baruch: “His plea for 
economic certainties in a world of economic 
change is limited, of course, to what the Admin- 
istration itself can do in this situation. 
be noted that the beliefs he regards as essential 
depend upon negations rather than affirmations. 
He is arguing that the Administration should 
consolidate its gains, rest content—for a time— 
with what has been accomplished, disturb the 
world of business with no new shocks, launch 
no further grandiloquent adventures, produce 


“Times without number and from men of 
standing and intelligence, the President has 
heard much the same advice that came indirectly 

| from Mr. Baruch,” argues the Boston Evening 





him.” 


It will 


developed this country. 
women opportunity to develop their latent tal- 
ent and work out their own destiny. Each indi- 
vidual may go as far as his ability will carry 


It has given men and 


Agreement with Mr. Baruch’s theories is 
voiced by the New York Sun (Ind.), with em- 
phasis on the importance of business confidence 
for genuine recovery. 

“Mr. Baruch’s testimony, added to that of 
many other business leaders,” says the In- 
dianapolis Star (Rep.), “should have weight.” 


“The irresolute and contradictory policies 
pursued by the Administration in its efforts to 
control money and credit,” charges the Chicago 
Tribune (Rep.), “have caused people to be fear- 
ful for the future. 
strictions on freedom of business management 
has likewise raised doubts about the future earn- 
ing power of business”, 


The imposition of new re- 
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LETTERS OF COMMENT BY READERS OF THE UNITED STATES NEWS 





Editor’s Note: Letters of com- 
ment and suggestion are invited. 
Those not intended for publication, 
and those to which writers desire to 
have only their initials attached 
published, should be so _ marked, 
Even if initials only are to be print- 
ed, letters must be signed and ad- 
dress given. 

Little Business Makes Itself Heard 

Sir:—As a member of the committee 
selected by the recent conference for 
smaller businesses to submit our views to 
President Roosevelt, I have, naturally, 
been interested in press comments... . 

It appears tu me that one phase of the 
conference has received practically no 
consideration in the many articles which 
have been written about it, and that is 
the fact that the Administration gave 
the delegates every opportunity to be 
heard without restriction or restraint. 

I hold no brief for the New Deal, and 
I question the soundness of many of its 
policies. I do believe, however, that 
credit should be given where credit is 
due. My visit to Washington did not 
change my views on governmental poli- 
cies, but I did learn that business is now 
getting a fair hearing in Washington. 
We of the smaller business institutions 
who have been clamoring to express our 
views to the Administration certainly 
had our day in court. 

After my selection on the committee 
which visited the President, I had occa- 
sion to meet a number of governmental 
officials. They made no effort whatever 
to influence the course of our proceed- 
ings, and we received the utmost con- 
sideration from every official, from the 
highest to the lowest. 

So I think it only fair to stress the 
fact that the Administration did give us 
a patient, sympathetic hearing. 

Dallas, Tex. B. F. McLAIN. 
a a 


Blames the New Deal 

Sir:—Among all the nations of the 
world the United States is the only one 
that has not recovered from the world 
depression. Why? Because we had all 
this New Deal stuff, which is unknown 
in a democracy and can't fit in a land 
of the free.... 

Why have statesmen of high intelli- 
gence and experience been pushed aside 
and forced to listen to a group seeking 
to change the American form of Gov- 
ernment? Cc. D. WEAR. 
Birmingham, Ala. 





Depression Or Recession? 

Sir:—The tory press and tory radio 
commentators are very busy these days 
trying to persuade the people of this 
country that we are in a depression that 
is worse than the real one. That is 
sheer nonsense. We are in a recession, 
yes, but did any reasonable person ex- 
pect a moribund patient, such as this 
nation was in 1933, to fully recover with- 
out a Slight relapse? Rome was not 
built in a day. It took the Republican 
wrecking crew 12 years to raze this 
country. Could we expect the Demo- 
crats to recondition it in five years? 
Detroit, Mich. FRANCES M. GOSS. 

x «* 


Already Let Down 
Sir:—As for the President’s statement, 
“I shall not let the people down,” to 
me this is a farce. The people are down, 
way down, and the sooner we all see 
that something must be done by each 
and every one the quicker will this coun- 
try get back to normal. 
MRS. ANTON BRATBURG. 
Minneapolis, Minn. 
x * * 


Low Returns for Farm Labor 
Sir:—There has never been, and will 
never be, a depression or panic except 
for the injudicious use of credit. The 
remedy is to make no Government ob- 
ligation for a longer period than 10 years, 
and when the obligation is made, levy 
a tax to pay one-tenth of it a year.... 
There will never be any permanent 





any feed; we had all our feed shipped 
in from Minnesota. In 1937, we raised 
enough pepper grass and thistles to feed 
our livestock during the winter. In the 
spring of 1937 the only grazing for live- 
stock was pepper grass and wild garlic. 
Our cream from the milking herd was 
so bad smelling and tasting that the 
creameries could not use it... . This 
was the condition for many miles around 
us in all directions, with all creeks and 
many wells dry. 

The majority of the people have left 
this district. A few remain, but have no 
money to begin life over somewhere else. 
We have also planted gardens every 
spring—with not even a potato or onion 
for harvest. The only vegetables we see 
are out of tin cans... . 

Such is farm life, in Carson County. 
Walker, S. Dak. HENRY HOLWEGNER. 

x** 


Thinks Wages Must Come Down 

Sir:—Lets discard coercive labor or- 
ganization. Let's recognize that during 
the effort to so organize labor, the 
Strikes, lay-offs, reduction of employ- 
ment, ill feeling, adverse public opinion 
and general reaction have been such as 
to discount any possible gain... . 

Let organized labor analyze the situa- 
tion something like this: The wages we 
are demanding are too high. This de- 
mand for higher wages at this time de- 
stroys profits and prevents business ex- 
pansion, thus creating unemployment. 
Unemployment reduces wages 100 per 


prosperity in this country, just as long cent. WPA employs this displaced labor 
as farm labor cannot get regular em- at possibly 50 per cent of what busi- 
ness paid. 


ployment at 10 cents an hour as is the 
case in my community (one of the best) 
and farmers must give the product of 
from three to 10 days’ labor for the pro- 
duce of one industrial day’s labor, as 
they now hac to do J. C. RAINEY. 
Cottage Grove, Tenn. 
x « 


Farming It in South Dakota 

Sir:—I would like to give ,ou a little 
idea of the condition of our part of the 
country during the last five years. You 
might know what an expense it is to put 
out 450 acres of small grain as we did 
in the spring of 1933, with not a thing 
for harvest—not even wild grass or 
weeds. In 1934, it was the same thing, 
with the severe dust storms. In 1935, 
we grew a few thistles—and still more 
dust storms. The year 1936 found us 
with still no crop and not a handful of 





Now WPA labor creates no new wealth, 
it expands no business, it reduces the 
prices of no goods. WPA labor is slave 
labor. It provides mere food, clothing 
and shelter... . 

The choice the workers must make is 
whether they will work for the Gov- 
ernment or for industry. If the choice 
is industry .hey must reduce their wages. 
If the choice igs Government, their 
wages will be reduced for them. It is 
as simple as that. MRS. B. FRANK. 
Rochester, Mich. 

xx 


For Strict Wage-Hour Controls 
Sir:—We have at least 14 million un- 
employed. For the cure, we must shorten 
the hours of all workers so that the un- 
employed may be absorbed, be it a 30- 
hour week or even 20 hours. When that 


# is done we must force a fair division of 





earnings and profits to all taking part 
in the work, not icrumbs to the workers 
and gravy to the bosses. We must also 
place a limit to the accumulation of 
wealth by private citizens. Prosperity 
can not exist when certain families are 
allowed to accumulate very large per- 
centages of the nation’s wealth while 
great masses of our citizens are denied 
the right to earn a living. 

Camden, N. J. PETE SAMKO 

xt 


Forced Retirement at 55? 

Sir:—There is oniy one way to solve 
the unemployment problem and that is 
to have forced retirement at 55 for men 
and at 50 for women on a retirement 
pension of not less than $30, and then 
permit them to earn what little extra 
they can, provided it does not run up 
into large amounts. Places should even 
be provided for these people to be em- 
ployed during the day should they wish 
to earn extra money, and these places 
would consist of shoe repairing, rug 
making, garment making, etc. With these 
amounts we would be assured of com- 
fortable places to live and would not feel 
that we were just relief subjects.... If 
some can live on $30 others can do the 
same. MRS. LILLIAM SEELIGER. 
Madison, Wis. 

x** * 


Would Cut Officials’ Pay 

Sir:—If the New Deal would make 25 
per cent cuts in all Federal officials’ sal- 
aries, the Budget would be balanced in 
1939. And the officials would be in bet- 
ter condition than millions of others. 
Fordland, Mo. J. E. GREEN 

x* «et 


Congressmen and Spain 

Sir:—Twenty-six Senators, with 34 
members from the House, usurped the 
prerogative of the State Department in 
addressing an unofficial greeting to the 
Red Cortes in Spain, thereby offering 
that august Moscow-dominated body a 
perfect opportunity to point with pride 
to the endorsement of their government 
by the American people. ... When men 
in responsible positions sign their names 
to so dangerous and obviously indiscreet 
& message aS a greeting to the Red 
Cortes, they convict themselves of either 
bad faith with American traditions or 
stupidity of a type that is a menace in 
high places. ANNE E. FELIX 
Pittsburgh, Pa 


























derman in the Washington Post 
Sic "Em, Towser! 





What the Editors 
Are Saying About: 


1. Federal Reorganization 


2. Taking Profit Out of War 


3. Recent Arrests of Spies 


HE revised measure for reorganization of Fed- 

eral service is declared by 68 per cent of 
commenting newspapers to be objectionable 
chiefly because it would, they say, give too 
much power to the President, and remove safe- 
guards which have been accepted through the 
years aS a means of assuring protection to the 
civil service. 

As viewed by 32 per cent, the pending plan, 
less drastic than that introduced last year, would, 
if adopted, bring the machinery of administration 
up to date. 

Senator Byrd’s opposition to the measure is 
aproved by many editors, who believe the ideas 
he advances would assure substantial economies 
in the running of the federal government without 
doing harm to the merit system 

Many editors discuss in particular the proposal 
to abolish the office of Comptroller General and 
the majority of them oppose such action, de- 
claring that it would eliminate a valuable safe- 
guard over federal expenditure without providing 
any equal protection in its place. 





The “War Profit’ Measure 


UBLIC opinion, as reflected in commenting 

newspapers, is evenly divided as to the merits 

of legislation before Congress designed to 
take the profits out of war. 

In giving approval to the measure that is 
before the House Military Affairs Committee, sup- 
porting newspapers declare it embodies provisions 
that represent the lessons learned in the World 


























Cartoonist Henderson in the Providence Journal 


“He’s Not Vicious! See His Tail Wag!” 





War. It is predicted by these editors that if the 
country again becomes involved in war these 
safeguards against profiteering will be insisted 
upon by all who remember the problems of the 
World War. 

Opposition newspapers contend that the pend- 
ing legislation will not actually take the profits 
out of war, but that it does establish a dictator- 
ship offensive to many citizens. The approach to 
a conscript army is declared to be unnecessary 
and not justified by the needs of the country. 

Argument on both sides of the question give 
first place to the question whether such meas- 
ures will contribute to the winning of a war. One 
important point made against proposed action is 
that a greater contribution to victory will come 
from free action on the part of industry. 





Spy Menace; Real Or Fiction? 


ECENT arrests of alleged spies on our na- 

tional defense measures evoke in the press 
two divergent views. Seventy per cent of 
commenting newspapers doubt that such spies 
could do much harm; 30 per cent believe they 
might be able to secure valuable information. 
Some editors of the majority view declare that 
greater danger to the public weal lies in un- 
restrained discussion in Congress than in the 
acts of spies. 

Some who take an extreme view argue for 
strong measures in view of the present world 
Situation and declare the death penalty is not 
too great for all guilty of espionage. 

Other editors taking a lighter view of the 
matter declare that spies are more important in 
fiction and on the film than in real life. They 
think the dramatic side of the incidents has 
little importance to any one save those who, in 
a small way, are trying to capitalize on some- 
what small resources 
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nt No. 7. The Airplane Industry 





and recognize 


devel 


all over the world 
as proof of the 
American industry 

Today the great clipper planes and 
other transport aircraft built by 
American manufacturers are known 
and copied all over the world, and 
accepted as proof of the genius of 
modern American industry. 

Huge 50,000-pound American fly- 
ing boats safely and regularly carry 
passengers and cargo across the 
Pacific Ocean. American ships reg- 
ularly serve the Latin-American 
countries of the Caribbean, and 
American airliners regularly span 
this continent. 

Yet it was only 34 years ago that 
Orville Wright, operating a frail 
little pusher biplane, 12 
seconds over the sand dunes at Kitty 
Hawk, North Carolina in the first 
airplane flight. 

The aviation industry made its 
most rapid progress during the 
World War period when thousands 
of planes were manufactured for use 
as weapons of war. 


xyment of 


TECHNICAL 


soared for 





But the improve- 
ment from that original tiny little 
craft capable of a flight of a min- 
ute or two has continued at a rapid 
rate during recent years. 


BETTER CRAFT; LOWER PRICE 

And while the quality of aircraft 
has been improved, the price has 
been reduced. 

The illustration on this page re- 
veal the reduction since 1929 in 
the price of a representative type 
of plane manufactured for private 
use. From $7,335 in 1929 the price 
was reduced to $5,695 in 1938. 

What is more, the cheaper plane 
of today is of vastly better quality 
than the higher-priced plane of 1929. 

The plane of nine years ago had 
a top speed of 129 miles an hour, 
could be flown only about 200 hours 


Photos Courtesy The Waco Aircraft Co. 
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Coprricut, 1938, By THE UNITED STATES IfEWS rUsLIyHING CORPORATION 


plane of five-place cabin type. 


plane of three-place open-cockpit type as compared with 1938 


States News 





! could cause an acci- 
dent 

While the smaller demand for 
planes has made it impossible to d 
velop large-scale mass 
as has been developed in the 
automobile industry, there has been 

1 


a constant ovement in 


such 


opera- 


production, 


tion of aircraft factories. 

One line of research now being 
emphasized is the development of a 
cheaper and more efficient plane 
suitable for purchase by persons of 
comparatively moderate means 
Planes already have been developed 
which sell for from $1,200 to $1,800 


—— 
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Research continues with airplane 
designers boldly envisioning the day, 
perhaps only a few years from now, 
when it will be practical to build 
stratosphere planes which will speed 
400 miles or more an hour through 
the rare upper atmosphere, five to 
seven miles above the ground. 





| you're that man, here’s something 
IF: it will interest you. 

Not a magic formula—not a get 
scheme something more 








before engine overhaul; and it car- 
ried two less passengers and about 
200 pounds less luggage and other 
freight than does the plane of today. 
The 1938 plane has a top speed of 
150 to 160 miles an hour and can be 
flown 350 to 400 hours before it is 
necessary tw overhaul the engine. 


MYERS’S 


A passenger riding in the 3-pas- 
senger open-cockpit plane of 1929 
had to don helmet, goggles and fly- 
ing suit and sit where he was ex- 
posed not only to the sun, rain and 
whatever was offered by 
but he was deafened 
the engine and black- 


snow, or 
the weather 
by the roar of 
ened by soot from the exhaust. 

A passenger in a cabin-plane of 
today has as much comfort as has a 
passenger in a modern automobile. 


THE COMMERCIAL PLANE 

There is just as much contrast in 
the quality of the transport planes 
manufactured today and those man- 
ufactured in 1929. 

In 1929 the air traveler on a first- 
class commercial line boarded a 10- 
14 passenger tri-motored craft capa- 
ble of 120 miles an hour speed. It 
was noisy, drafty and quarters were 
cramped and uncomfortable. 

In 1938 a passenger on a good 
commercial line travels in a 24-pas- 
senger plane which cruises 200 miles 
an hour, is sound-proof, has ample 
buffet service and other facilities 
comparable with the best offered by 
other forms of transporf. On the 
“sleeper-planes” ] 
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’ 
MYERS’S RUM 
“Planters’ Punch” BRAND 

100° FINE OLD JAMAICA-..-ALL 
OVER 8 YEARS OLD.--97 PROOF * 
For free booklet containing many | 
delightful recipes for making cheery 
Winter drinks write to 

R. U. DELAPENHA & CO., Inc., 
Dept. US-2, 57 Laight St., N. Y. City 





used on some lines 
a passenger finds luxurious berths, 
quiet and vibration than on 
Many an ocean liner. 

All these things are the outward 
evidence of progress seen by the air 
traveller. Behind these achieve- 


less 


























HOW INCOME TAXES GAN BE LOWERED! 


If unnecessary governmental jobs and wastage caused by in- [| 
competent governmental employees were cut, governmental ex- 
penses could be cut. 


And if expenses were cut, taxes could be cut. 


That’s why anyone who has been wrestling with income tax 
blanks these days, should be interested in the work of the 
National Civil Service Reform League—an enlightened group 
of citizens who are doing effective work against the Spoils 
System and for the Merit System in governmental jobs, 


WILL YOU JOIN? 
NATIONAL CIVIL SERVICE REFORM LEAGUE 
Robert L. Johnson, President 

521 Fifth Avenue, New York City. 

I'd like to do what I can to help. 
the League. 








Please send me more information about 


Name 
Address 
City 
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THE BILTMORE 


MADISON AVENUE AT 43RD STREET, NEW YORK 


2 Grand Central 











ments lies one of the most impres- 
sive tasks of research ever under- 
taken by any industry. 
PROBLEMS THAT WERE SOLVED 
Oftentimes the airplane manufac- 
turers had to carry on in the devel- 
opment of processes and materials 
where other manufacturers stopped. 
Thus, in designing planes it was 
necessary to develop new methods 
of structural design more exact than 
ever had been used before. Every 
ounce of excess weight has to be 
eliminated from an airplane and the 
body of the plane must be strong 
enough withstand the heavy 
Stresses of modern high-speed fly- 


ing. 


to 


Metallurgists were called upon to 


make new and stronger alloys suit- 
able for airplane manufacture. An 


aluminum alloy was developed as a 
Substitute for the wood and cloth 
once universally used aircraft 
manufacture. 


in 


Motor designers were asked to de- 
sign motors of far greater efficiency 
than anything which has been de- 
Signed for the automobile industry 
Airplane motors, as a result of this 
successful research in motor build- 
ing vroblems, develop from 50 to 
100 horsepower per cylinder where- 
as an ordinary automobile motor of 
eight cylinders develops only about 
10 to 15 horsepower per cylinder. 

Countless new devices such as t! 
automatic pilot, the two-way radi 
and the radio compass have bee 
developed for pilots, making opera- 
tions of planes easier and reducing 
to a minimum the possibility of 


rich-quick but 

substantial, more practical. 
Of course, you yourself need something 

more than just the ambition to be an ac- 

countant. You've got to pay the price—be 

willing to study earnestly, thoroughly. 

ur while to 


Still, wouldn’t it be worth y« 


sacrifice some of your leisure in favor of 
interesting h ymme study- 
tively brief period in your life? Always pro 
vided that the rewards were good—a salary 
of $2,000 to $10,000? 


over a compara- 


Think of the thrill of cashing a good sized 
salary check! Of building a modern home! Of 
cruising about town in a new car! Of swelling 


your bank account! 


Those are everyday events in the life of 


many an accountant—who, mind you, doesn’t 
have to kill himself with work to afford 
them. His duties are interesting, varied and 
of real worth to his employers. He has 
standing! 

Do you feel that such things aren’t for 
you? Well, don’t be too sure. Very possibly 
they can be! 

Why not, lik 
tigate LaSalle’s modern Problem Method 


so manv before vou, inves 








7 mnt 7 , H > 
of training for an accountancy position 


Instantly you'll its merits, 
You'll realize it’s practical and thorough. 


—considering time re 


appreciate 


Yet it’s not expensive 
quired and results gained. 

Just suppose you were permitted to work 
in a large accounting house under the personal 
supervision of an expert accountant. Sup 
pose, with his aid, you studied accounting 
principles and solved problems day by day 
easy ones at first—then the more difficult 
ones. If you could do this—and if you could 
turn to him for advice as the problems be 
came complex—soon you'd master them all. 

That's the training you follow in princinle 
under the LaSalle Problem Method. 

However, under LaSalle the training is 
much broader. You learn more than one ac 
countant usually could teach. At LaSalle 
there's a staff of experienced specialists to 
guide you. You get the benefit of their com- 
bined experience. 

You cover accountancy from the basic 
Elements right up to Accountancy Sys- 
tems. Later, you choose from twelve post- 
graduate electives, including C.P.A. coaching. 

As you go along, you absorb the principles 
of Auditing, Cost Accounting, Business 
- 


- 
Law, Organization, Management " 
and Finance. a 


~~ 


y- 
vga 
owt 
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Your progress is as speedy as you care to 
make it—depending on your own eagerness 
to learn and the time you spend in study. 

Will recognition come? The only answer, as 
you know, is that success does come to the 
man who is really trained. It’s possible your 
employers will notice your improvement in a 
very few weeks or months. Indeed, many 
LaSalle graduates have paid for their train- 
ing—with increased earnings—before they 
have completed it! For accountants, who 
are trained in organization and management, 
are the executives of the future. 

As experts in finance, accountants inter- 
pret future trends through their ability to 
analyze past records. They advise on how 
much a business may spend for sales promo- 
tion or expansion, Because they’re familiar 
with business law, they know the tangles of 
taxation. A trained accountant can really 
“go places!” 


Write For This Free Book 


For your own good, don’t put off investi- 

gation of ail the facts. Write for our free 64- 

page book, “Accountancy, The ProfessionThat 

Pays.”’ It'll prove that accountancy offers 

brilliant futures to those who aren’t 

afraid of serious home study. 

~~ Send us the coupon now, 

sO 4 hi 


“-™ 


~ 
pay 


a 
cou! 


1450 Certified 
Public Accountants 
among LeSelle 
olumnal 








SHE RISKS HER LIFE FOR THE 


IONE REED, Hollywood's Daring Movie Stunt 
Girl, after a hazardous feat, asked for a 
Camel. And that led to the question: “I've 
noticed that you're a steady Camel smoker, 
Miss Reed. Do you have definite reasons for 
preferring them to other cigarettes?” 


HERE’S MISS REED’S ANSWER: “Yes, indeed, I 
certainly have, Camels are distinctly different in 
so many ways. Going through my stunts over and 
over is a severe test of healthy nerves. I smoke 


Camels all through the day, and my nerves don’t 
feel the least bit frayed. Being so mild, they are 
After a meal, I enjoy 


gentle to my throat too. 


Camels—'for digestion’s sake.’ You see—in so 


many ways, Camels agree with me.” 


FOR RECREATION Miss Reed likes cooking 
... dancing... outdoor sports. And Camels! 
“Hollywood seems to have a decided pref- 
erence for Camels,” she says. “I notice that 
so many of the stars prefer Camels.” 


ONE SMOKER TELLS ANOTHER 


“CAMELS 


DARING? Yes! Foolhardy? No! lone Reed knows what she’s doing. 
And she is careful in her choice of a cigarette, because, as she says: “It 
means a lot to me to know that my cigarette agrees with me!” 


Millions of other people find 


that Camels give them what they want in smoking 


of life. If you are not now enjoying 
Camels, perhaps you, too, will find 
that it means a lot to smoke Cam- 
made 
MORE EXPENSIVE 
TOBACCOS, Turkish and Domestic. 


It’s Camels for star stunt girl—Ione 
It's Camels for the famous 
diving expert — Commander Ells- 
berg! And for golf champion Ralph 
Guldahl; speed flier Roscoe Turner; 
and men and women in all walks 


Reed! 


els — the that is 


from finer, 


cigarette 


PEOPLE DO APPRECIATE THE 


COSTLIER TOBACCOS 


IN CAMELS 


OTRO RON RR OOPS ete 


‘LARGEST-SELLING 


CIGARETTE IN AMERICA 


THIS SHOWS Miss Reed in one of her 
daring stunts—leaping from a speeding 
car to a locomotive. “I know what hard 
work is,” she says. “Many a time I've 
been thankful for that cheery ‘lift’ I get 
with a Camel.” 


Camels are a 
matchless blend 
of finer, MORE 
EXPENSIVE 
TOBACCOS 
Turkish and 
Domestic. 


DOUBLE-FEATURE CAMEL CARAVAN 


Two great shows —"‘Jack Oakie College” and 
Benny Goodman's “Swing School"’—in one 
fast, fun-filled hour. Every Tuesday at 9:30 pm 
E.S.T., 8:30 pm C.S.T., 7:30 pm M.S.T., 6:30 


pm P.S.T., over Columbia Network. 


AGREE WIT 


/ 


“What cigarette 
do the tobacco 
growers smoke 

themselves?” 


“Camels — by a large 
majority,” say planters 
who know the kinds 
of tobacco bought by 
each popular cigarette 


T. N. Williams, 

well-known grow- 

er, of Winchester, 

Kentucky, says: 

“A planter knows 

tobacco. My last : 

crop was the best . 

I ever had and the Camel people 
bought my best leaf tobacco. There 
isn’t any question where the more 
expensive tobaccos go. They’re in 
Camel cigarettes.” 


Top prices, that’s 

what J. B. Jackson, 

» successful planter, 

got from the Camel 

er. «~buyer last year. 

XM kee “Camel buyers don’t 

e ae buy just any tobacco 

—they pay more to get the best, 

That means finer tobaccos are 

used for Camels. I say quality has 

got to be grown in tobacco. That’s 
why I smoke Camels.” 


“I’m a planter,” 

says Vertner Hat- 

ton, who has 

grown tobacco for 

25 vears. “Camel 

bought the best 

grades of my last 

crop. Paid a high price for my 
finest grades. I smoke Camels — 
because I know there isn’t any 
substitute for more expensive to- 
baccos.” 


Copyright, 1958, R. J. Reynolds Tobacee Compangy 
Winstea-Se'em. Nerth Caretinea 














10 


a 





March 7, 1938 


— = 

















pa 


+ CURING AMERICA’S ECONOMIC ILLS 


Full Text of the statement pre- 
sented by Bernard M. Baruch be- 
jore the Senate Committee on 
Unemployment and Relief at the 
hearings, Feb. 28 and March 1: 
AM honored and privileged to tes- 
I tify from my experience on the 


problem of the economic system 
under which we live. 

This system has been good to me 
My 


immigrant 


father, a scientist, 


and 


and mine. 


was an a refugee 
from attacks on freedom in another 
find himself fighting 
he regarded as oppres- 
of the Confederacy in this 
country. My mother’s people had 
been here since before the Revolu- 
They were both of a race and 
not always been 
equality of op- 


country, to 
against what 


sion 


tion 
religion which have 
granted liberty and 








portunity in other lands. I am as 
proud of one as of the other. 

For both of them, and for myself, 
I feel grateful to the political and 
economic system h has nour- 
ished and honore and so confi- 


dent of it s, that I cannot 
agree with those who now seem to 
fee] that because it has faltered, it 
has failed 

t believe that, i 
t should be condemned in 
f the unproved experiments 
we se ng on in other and less 
liberal lands. From what I know of 
those alien countries and of this, I 
regard our own as the one hope of 
in a troubled world 





s principl 


n those es- 





e gol 


civilization 
Cites Point of View 
Expressed by Wilson 


I have been among the first to 
urge that the lag of our economic 
and political systems behind the de- 
veloping complexities and social ne- 
cessities of modern life must be 
eliminated. 

I think I was as early as any to 
urge economic equality for agricul- 
ture, a floor under wages and a 
ceiling over hours, federal assump- 
tion of a share of the cost of relief 
especially by public works, the elimi- 
nation of unfair trade practices, the 
principles of social security, and, in 
general, a point of view best ex- 
pressed by Woodrow Wilson many 
years ago. 

“In these doubtful and anxious days, 
when all the world is at unrest and, 
look which way you will, the road 
ahead seems darkened by shadows 
which portend dangers of many kinds, 
it is only common prudence that we 
should look about us and attempt to 
assess the causes of distress and the 
most likely means of removing them. 

“There must be some real ground for 
the universal unrest and perturbation. 


“The Russian Revolution * * * was 
due to the systematic denial to the 
great body of Russians of the rights 
and privileges which all normal men 
desire. * * * 

It is to be noted as a leading fact 
of our time that it was against ‘capi- 


talism’ that the Russian leaders di- 
rected their attack. * * * 
There are thoughtful and well- 


informed men all over the world who 
believe, with much apparently sound 
reason, that the abstract thing, the 
System, which we call capitalism, is 
indispensable to the industrial support 
and development of modern civiliza- 
tion. * ° 

“Is it not, on the contrary, too true 
that * * many fine men who were 
actuated by the highest principles in 
every other relationship of life seemed 
*o hold that generosity and humane 
feeling were not among the imperative 
mandates of conscience in the conduct 
of a banking business, or in the devel- 
opment of an industrial or commercial 
enterprise? 

“And if these offenses against high 
morality and true citizenship have 
been frequently observable, are we to 
Say that the blame for the present 
discontent and turbulence is wholly 
on the side of those who are in revolt 
against them? 

Ought we not, rather. to seek a 
Way to remove such offenses and make 
life itself clean for those who will share 
honorably and cleanly in it?” 


Proposes a Revision 
But Not a Revolution 


In other words, I agree that our 
System needed revision, but I do not 
believe that it needs revolution. 
peaceful or otherwise, and I think 
there are a few fundamental general 
Principles that should guide us in 
€verything we do. 

Since Mr. Wilson wroie that some 
15 years ago, we have had an Op- 
portunity to study the workings of 
the Russian plan to do away with 
the profits system. We have also 
seen the Nazi and Fascist experi- 
ments. We have observed the back- 
wash of these ideas flooding against 
the shores of the democracies— 
France, England and America 

What have we learned from their 
attempts? I think that much of the 
Nazi and Fascist upheaval stems 
from the blunders of the Treaty of 
Versailles, particularly in its repara- 
tion clauses. To avoid facing grim 
realities, burdens were placed unon 
the vanquished which Gisregarded 
numan equations and economic taws 
as immutable as the multiplication 
tables. Partly because of this im- 
possible artificial forcing, both the 
Communist and Fascist systems a.so 
adopted measures equally incon- 
Sistent with the great natural laws 


| 


of human and economic nature. In 
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MANY persons regard Bernard M. Baruch as an “elder 
statesman” on economic questions in view of his record 

as Chairman of the War Industries Board in 1918-19 and his 

contributions to national thinking since that time. 


Thus it happened that his testimony before the Senate 
Committee on Unemployment and Relief about the country’s 
problem—and a possible way out—attracted special atten- 
tion at the Capitol and within the Administration. He spoke 
both as a practical man and a student, one who has been the 
counsellor and confidant of Presidents. 


Long an advocate of “social objectives” to which Presi- 
dent Roosevelt has addressed himself, Mr. Baruch warned 


against Administration 


threaten the “traditional profits system.’ 


tendencies which, he 


believes, 
Private initiative 


’ 


would be encouraged and employment increased, he con- 
tended, if the capital gains, undistributed profits and estate 


taxes were modified. 


The New York financier emphasized that he was not | 


proposing repeal of any New Deal law. He expressed the 
opinion that the Administration was “moving in the right 


direction” toward tax adjustments, but said this should not | 


be done “grudgingly.” 


Because of its potential significance, The United States 
News presents herewith the Full Text of Mr. Baruch’s pre- 


pared statement. 





whatever direction we lock, the re- + 


sult is not pleasing to observe. 

So much of the peace and trade 
of the world as ever rested on good 
faith and solemn international 
agreements is gone. Much of the 
commerce among nations, where not 
dwindling, is stimulated by artificial 
uneconomic devices. Peace hangs 
by a thread. Whatever hectic ac- 
tivity may have been forced within 
the non-democratic nations, exter- 
nally they are nearly bankrupt. 

Both international and private 
morale are at a low ebb. I can see 
very little of their effect either 
within or without their own boun- 
daries to recommend their system 
to us. 

What then have we learned from 
this history since its beginning at 
Versailles? 

Have we not yet learned that we 
cannot free ourselves from the ul- 
timate working of the latural eco- 
nomic forces or the inevitable hu- 
man equations which gcvern man- 
kind? 


Control, Not Repeal 
Of Economic Laws 


I think these experiments show 
the fundamental principle that 
should lie at the bottom of every- 
thing that we plan or do in com- 
batting this depression. Every ac- 
tion should be designed not to at- 
tempt to repeal natural economic 
laws but to accommodate them to 
our uses and harness them to our 
needs. Every action should con- 
sider all human equations and not 
attempt to force divergent humanity 
into the rigid mold of some social 
or economic thesis. 

From the time man appeared from 
primordial obscurity as the com- 
manding figure among living things, 
his existence has depended on his 
ability to accommodate natural laws 
—to prevail against animals and in- 
Sects, Starvation and disease, war 
and weather—and above all—his 
own incredible folly. The lesson that 
shrieks for recognition throughout 
all history is that, in solving this 
problem of existence, we do not op- 
pose these laws. We apply them. 
We do not make them our enemies 
but our allies. 

To sail the seas is not te obstruct 
the law that the “wind bloweth 
where it listeth.” It is to use the 
wind to take use where we will, no 
matter where it listeth. Savages 
crouched in terror before the light- 
ning. Benjamin Franklin har- 
nessed it. 

We have wisely used and adapted 
the laws of chemistry and physics 
but not so wisely have we managed 
laws governing economics and hu- 
man nature, 

Much progress there has been. No 
longer do we countenance the ruth- 
less old law of survival of the fittest 
in social relations. Savages de- 
Stroy the weak and the aged. We 
have progressed from that. 


Limit to Burden That 
Community May Carry 


But, until a recent day, society 
was concerned with no more than 
mere alms to the unfortunate. We 
have made great strides away from 
this “little mercy of man.” We rec- 
ognize a responsibility of our na- 
tional community for all its mem- 
bers. 

There are some who go much 
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further and say that community re- 
sponsibility is everything—individ- 
ual responsibility nothing. That 
doctrine, I think, ignores the eco- 
nomic law that there is a limit to 
the burden a community can carry 
and the human rule that when re- 
lieved of individual responsibility 
man ceases maximum effort. 

These are not limits of selfish- 
ness. They are limits of natural 
effectiveness—limits beyond which 
the lack of responsibility among 
non-producers plus the burden on 
producers slows down all production 
and makes the real state of the 
whole community, including the less 
fortunate, much worse than it was 
before. I fear that in trying to 
amend our system we have at- 
tempted too much too hastily to 
keep within these natural limits. 


Three Diverse Ideas 
in Business Economics 


In the field of business economics, 
I sometimes wonder whether we 
have even stopped to discover what 
the true governing natural law is. 
We are blundering along three sep- 
arate and diverse ideas; 

(1) complete government opera- 
tion of business as in the fascist 
states; 

(2) a recognition that our econo- 
my has fallen naturally into great 
groupings and a determination to 
use them to our maximum advan- 
tage, regulating them to protect the 
public from exploitation and to pre- 
vent abuses; and 

(3) unlimited competition. 

The third idea, “survival of the 
fittest,” remains here our law to the 
full extent of the jungle rule of tooth 
and fang. Like an ancient fly in 
amber, it is preserved from our elder 
day, in all the pertinent statutes on 
our books. 

Our anti-trust acts are built on a 
mandate for ruthless competition as 
the perfect antidote for the social 
poison of monopoly. Yet in contem- 
plation of 40 years of the practical 
application of this attempt to pre- 
vent concentration of economic pow- 
er, a natural and unavoidable by- 
product of our great growth, it seems 
a failure. Never in history has there 
been suca a centripetal phenomenon 
as our modern concentration of 
business in a few institutions of 
overwhelming power. 

I think that in this is revealed our 
backwardness in accommodating the 
natural laws which govern us to our 
developing necessities. Should we 
not reap the full benefits of our 
natural developments of mass-pro- 
duction and mass-distribution and 
by intelligent regulation prevent all 
abuses? We have not adopted this 
philosophy. We cling to the doctrine 
of unlimited competition. 


Time Deemed Past for 
Laissez Faire Doctrine 


Perhaps it is an aspect of another 
natural law—the principle of the 
pendulum. Up to the end of the 
17th Century, there was an ancient 
and so-called “mercantile” doctrine 
growing out of the guild-system of 
the Middle Ages. It permitted one 
form or another of regulation of 
nearly every business and labor re- 
lationship. 

With this revulsion against regi- 
mentation of mind, body and spirit 
that came toward the end of the 
18th Century, this economic philos- 
ophy of the Middle Ages was also 
broken and the pendulum swung to 
the other extreme of the arc. The 


iH 


laissez faire was born. 
Just as unlimited freedom of 
thought and political action was 


| 
preached as the social salvation of 


+ doctrine of 


mankind, so unlimited business com- 
petition was to be the sole solution 
of the economic problem of every 
nation. The doctrines of Dr. Ques- 
nay and Adam Smith became an 
economic religion. 

What is unlimited laissez faire? 
Is it more or less than a complete 
surrender to—the ancient animal- 
istic natural law of survival of the 
fittest? Is it a doctrine more en- 
lightened than that man can't adapt 
the law of the winds in sailing the 
sea? I think not and yet I truly 
believe that it was the most effec- 
tive doctrine in developing a coun- 
try of continental extent, of bound- 
less resource, and unlimited for in- 
dividual initiative. 

But that era ended at about the 
end of the 19th Century. In the in- 
dustrial East, at least, individual 
initiative had begun to merge into 
corporate collectivism. 
| As the years of the 20th Century 
advanced, our new industrial engine 
became marvelously efficient. The 
motors of mass and machine pro- 
duction raced merrily in times of 
ascending activity to give employ- 
ment and increased enjoyment of 
its products to all. But the engine 
had neither governor nor fly-wheel. 
It disgorged tons of output with 
little regard to the power of its 
human parts—which were its only 
markets—to consume its products. 
When the channels of production 
clogged with undigested surplus the 
whole machinery stalled. Its human 
cogs and ratchets had lost their in- 
dividual self-sufficiency. When their 
jobs were gone, they could no longer 
trek westward. Not only had the old 
free West vanished, but, in their 
Specialization, they had lost power 
to conquer it if it had remained. 

The peaks of prosperity became 
higher and steeper but the valleys 
of depression grew deeper and wider. 
the old cushions for depression—new 
horizons of free land—were gone. 
But we took little heed of this 
vast change We clung to the doc- 
trine of unlimited competition and 
individual laissez-faire long after 
the conditions to which it was suited 
had vanished. We did not even at- 
tempt to adapt the underlying eco- 
nomic law to our new uses or our 
new uses to economic law. 


Lesson to Be Drawn 
from Crash of 1929 


The crash of 1929 and the lean 
years that followed it at last thor- 
oughly awakened this nation and 
| the world to the startling necessity to 
temper the raw doctrine of laissez 
faire with the old-age lesson of our 
race—that we must not lie down 
dumbly under the destructive effect 
of natural laws. We must stand up 
and apply human intelligence to 


the glacial age, to flood, fire, famine 
and pestilence — to storm and 
drought and earthquake. 
Everywhere in western civilization 
this attempt is being made in every 


| 


ment. 





share there. 


nationally. 
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Salient Quotations 
| Testimony: 


To activate our economy, we can rely on the profits system 
and the hope of gain, or we can try the new European ideas 
| of state regulation and the fear of punishment. 


can have either, but not both at the same time. 
xx*«e* 


MR. BARUCH'S FORMULA + 





—Harris & Ewing 

“The tax laws should be designed for increasing employment and 

revenue and not for revenge, punishment, hatred, regulation or ad- 
vancement of any social theory.” 





their adaptation as mankind did to | 
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guise from Communism lo Fascism, | cisely equivalent effect. The price 


As in all such periods of distress, 
the tendency is to go two far and 
at a pace too headlong. 

It is human nature 
to rush from a freezing at the ice of 
laissez faire—‘regulate nothing” 
to a burning at the other flery ex- 


” 


treme of—‘“regulate everything. 
In our country, as I have said, we 
seem to be undecided whether 


try to break our big units up into 
small ones, or to regulate every- 
thing. 

To regulate everything in a coun- 
the size and complexity of 
ours an infinite task tor which 
there little if any experience. 
Woodrow Wilson, in giving instruc- 
tions for an immense industrial 
regulation under the stress of war, 
laid down a rule whicn at least 
worked—to leave alone what is being 
well done, to administer that which 
is ill. 

I think that is a good guide. That 
to accord more with 
natural law. Depressions start and 
grow from the too-great submer- 
gence of particular economic areas. 
Booms burst from the too-great 
advance of others. The submer- 
gence of one area, such as agricul- 
ture, reduces its buying power and 
so restricts the principal consuming 
market of the industrial parts of the 
machine. Thus a decline begins 
which can only end with a restora- 
tion of balance—either by the ele- 
vation of the depressed part or a 
degradation of all else 

Similarly, the too-great elevaticn 
of any economic area has a pre- 


of 
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seems to me 


From Mr. Baruch’s 


You 


If it became clear tomorrow that America has definitely 
chosen her traditional profits system, forces would be re- 
leased that would rapidly hasten recovery and reemploy- 


x *e * 


Industry must help eradicate its own abuses in the field of 
finance, public utilities, speculation and relations with 
labor and the consuming public. It has not done its full 


x we 


| The combined influence of high and unreasonable capital 
| gains taxes and unwise undistributed profits taxes has 
| almost stopped the development of new enterprises. 
x * 
Unemployment can be solved only by a proper readjustment 
of Federal policy and the tax structure for maximum 
business turnover and activity, both nationally and inter- 
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In the presence of great gluts or surplus creating what | call 
an “un-economic” area—an exaggerated low price for 
farm or other products—I would be willing to try loans on 
a scaled-down value to tide over an emergency, always 


keeping the amount of the loan below the cost of produc- 


tion. 








to do this— | 


to | 
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of its products gets beyond the 
reach of its accustomed markets and 
the only cure is recession until bal- 
ance is established—marked reces- 
sion means misery to millions. 
These exaggerated departures both 
above and below the even line of nor- 
mal balance, when at one moment we 
go through the roof and the next go 
through the cellar, I like to call “un- 
economic” areas. It is to clear 
abuses of our economic power and 
to those extreme areas rather than 
to our whole business structure that 
I think we should apply our efforts. 


Voices Doubt of Wisdom 
of Recovery Panaceas 

If anywhere within our ingenuity 
there are means to prevent abuses of 
private economic power and the re- 
currence of these wide swings — 
these peaks too high and these val- 
leys too deep—can we be Satisfied to 
sweat it out under the ancient doc- 
trine of laissez-faire? Every year it 
becomes more certain that we can- 
not leave the material welfare of 
130,000,000 people to the vagaries of 
every economic wind that blows. 

We have produced in the past four 
years some far-reaching prescrip- 
tions on particular fronts, but have 
we done so wisely? Few indeed are’ 
the adaptations by man of natural 
laws that have sprung into being 
full-fledged. The skepticism of medi- 
cine toward any new nostrums may, 
at times, have been too conservative, 
but the scientists’ approach is sure- 
ly better than the witch doctor’s. 

Just as I believe that it is better 
to address only the “uneconomic” 
areas than to try to shatter this 
sorry scheme of things to bits and 
then remold it nearer to the heart’s 
desire, so also do I think that we 
might take lessons from the patient 
study of the scientist, and fewer 
from the miracles of the magician. 

I think that we could take a lesson 
from the British practice of public 
hearings before non-political mixed 
commissions addressed to a single 
subject before devising earth-shak- 
ing changes in our economic and 
political systems. It has its disad- 
vantages, among them being delay, 
but it seems preferable to the pre- 
sentation to Congress of full-fash- 
ioned, far-reaching statutory inno- 
vations. 


Incentives That Urge Man 
to Struggle Ever Upward 

I do not undertake in this open- 
ing statement to talk about specific 
applications of these generalized 
conclusions. I prefer to leave details 
to such questions as you care to ask, 
but I do want to emphasize one gen- 
eral guiding principle which all that 
I have said before was intended to 
develop. 

The moving forces of mankind are 
acquisitiveness, the urge to function 
as an individual, a yearnizig for free- 
dom in mind and body, and above 
all the constant quest of opportun- 
ity to advance. These are the at- 
tributes of individualisni. Difficult 
as it may seem, I think that the 
only proper solution of our many 
problems is one which admits and 
adapts to our needs this inherent 
human force. 

The combination of these separate 
incentives of the workers among 
130,000,000 people are the motors 
that run our economic machine. In 
correcting “uneconomic” areas and 
policing vast concentrations of eco- 
nomic power for maximum public 
service and minimum abuse we 
must preserve, to the utmost, 
individual initiative, individual 
freedom, and in the least possible 
degree, restrict opportunity for indi- 
vidual advancement. ‘These have 


+ ever been, and ever wili remain, the 
dynamos of all our progress. Re- 
| cently we have taken too little care 
for this principle. 

| What is the alternative to the in- 
centive of the hope of individual 
gain and advancement. Clearly it 
is the fear of punishment—compul- 
sion by the state. 

Perhaps that can make men work 
grudgingly to share a phantom of 
equality, but it can never make them 
work without stint or limit in the 
hope of getting ahead in life. It 
cannot possibly create the type and 
quantity of service and production 
that we must have to keep alive our 
body economic, social and political. 

To every ability, every investment, 
every effort, we can say: 

“Yes, you can go ahead and do 
your best to earn but the state by 
regulation, restriction, administra- 
tion or taxation, is going to take the 
fruit of your labors to give to others 
who through whatever cause—weak- 
ness, sloth or misfortune—have not 
earned as much.” 

There is an idea abroad that this 
is a way to share our wealth, but 
I say it is sharing our poverty, be- 
cause it removes the steam from our 
engine of production—the hope of 
gain. 
| When we have done that, there 

will be less effort and hence less 
output. There will be less to go 
round. The poor will be poorer and 
the rich less rich. I believe our 
whole system will collapse in po- 
litical revolution and economic ruin 
because we shall have destroyed its 
dynamo through failure to recog- 
nize the economic and human laws 
that govern it. 


The Hope of Gain Versus 4 
Regulation by the State ' 

To activate our economy, we can 

| rely on the profits system and the 
hope of gain, or we can try the new 
European ideas of state regulation 
and the fear of punishment. 

We can try either but we can’t try 
both at the same time. The hope 
of gain demands more freedom from 
political domination than is con- 
sistent with any fear of punishment, 
On the other hand under any gov- 
ernmental domination, there can 
never be sufficient freedom and 
hope of gain to activate the produc- 
tion and reemployment that we must 
have. 

You can have either, but not both 
at the same time. “America must 








4, choose.” 


If it became clear tomorrow that 
America has definitely chosen her 
traditional profits system, forces 
would be released that would ra- 
pidly hasten recovery and reemploy- 
ment. 

In stating these principles, I do 
not mean to convey any idea that 1 
am not in sympathy with most of 
the great social objectives for which 
I have myself argued for many years. 
I believe they can all be attained 
within these principles. I think, 
however, that we must cut the coat 
to suit the cloth. As I said earlier 
there is a limit in laying burdens on 
any economy beyond which you get 
a less rather than greater return by 
reason of the multiplicity of drains. 
It is called the law of diminishing 
returns. 


The Duty of Business 
and of the Politician 

I realize that political officials 
must do things politically. I know 
that it is just as cogent for a poli- 
tician to say of a businessman “he 
never had to win an election” as 
for a businessman to say of a poli- 
tician “he never had to meet a pay- 
roll.” 

But there is surely a common 
ground of mutual sympathy, under- 
standing and compromise if both 
keep a clear recognition of essential 
principles from the violation of 
which, as I believe, our whole frus- 
tration stems. 

In this connection, I must frankly 
say that I do not believe there has 
been a proper, or even a wise co- 
operation of all those managing busi- 
ness with those who must finally 
enact and administer the rules gov- 
erning the relationship in our com- 
plex life, which there must be be- 
tween government, management, 
capital, labor and agriculture. 

Of course, impossible experiments 
should be fought. But all approaches 
to a solution should be more sym- 
pathetically considered by those ex- 
perienced in business who know 
what the practical workings and 
results would be. 

| Furthermore, industry must help 

| eradicate its own abuses in the field 
of finance, public utilities, specula- 
tion and relations with labor and 
the consuming public. It has not 
done its full share there. If it does 
not help co-operatively, the job will 
have to be done by government 
alone, and far less well. 

In the difficult tasks covering our 
whole national and international 
life in this changing world, our 
Congress representing all the people, 
and examining the recommenda- 
tions of its executives, has a terrific 

' [Continued on Page 11.] 
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[Continued from Page 10.] 
unceasing task before it. A better 
mutual appreciation of that re- 
sponsibility and also of the problems 
of business would go a long way to 
ward a solution. 

Above all, we must work, and will 
work, to meet the emergency and 
the needs of our unemployed. About 
20 billions of dollars have been 
spent. This isa huge sum. Yet im- 
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that 


+ portant 
wealth 
placed. 

It will isignificance if 
we have preserved to our people the 
morale and will to fend for the 
selves. It is that which has 
America the foreground of 
world and it is that, and that al , 
that can now pull America out of 
this new morass 


can be remade 
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TAXATION: No Lesser Revenue Asked 


By Mr. Baruch, B 


In considering the application of 
the principles I have stated in the 
beginning, we come to the problem 
of taxation. 

I want to make it clear at the out- 
set that I am not arguing for lower 
Federal revenue until the budget 
is balanced. But that quite a 
different matter from saying that I 
believe that rates and forms of tax- 
ation cannot be reduced and read- 
justed with the greatest benefit to 
all. 

As I have suggested, there is such 
a thing as the “law of diminishing 
returns” and I believe we have given 
it far too little thought in our tax 
structure. That law sounds pompous. 
It is very simple. It simply poses 
the questions: “At what point does 
a tax rate on business activity be- 
come so high that it retards activity 
and so diminishes revenue? Where 
is the peak load that human initia- 
tive will carry?” 

Perhaps I can illustrate that best 
by an example. A fisherman makes 
a catch of say 12 fish a day. When 
he comes in he gives two fish a day 
to the elders of the village for the 
old, lowly and sick. He needs four 
a day for himself. He gives a fish 
or two to the man who thatches his 
roof and one or two to another man 
for meat, berries, or vegetables, or 
to the man who makes coverings for 
his body and feet. 

Then the chief of the elders of the 
village asks him for three or four 
fish. He does not like this but he 
can get along with the eight re- 
maining but he does not have as 
many fish to expend for thatching 
his roof, or to get vegetables and 
clothing. That immediately reduces 
the employment of the purveyors of 
both. Pretty soon, he is asked to 
give so many fish and can enjoy the 
uses of so few that he will lie in bed 
until 10 o’clock and catch only what 
he needs for himself 

The village elders get fewer fish 
and a lower standard of living will 
result for everyone. No one 
helped. Weight a horse too heavily 
in a handicap and he will break 
down or like Sarazan, sulk and re- 
fuse to run. Man is like any other 
animal. If you place too great a 
burden on him, he will not work. 
That is the law of diminishing re- 
turns. 

I am having some studies made 
of the burden of all taxes. A study 
of the price of a $1.50 shirt in Cin- 
cinnati shows that 31 cents of the 
price represents hidden taxes in its 
manufacture and sale. 

We have never approached 
tax problem from the question: 
“How can we get the greatest pos- 
Sible revenue with the greatest pos- 
Sible encouragement to production 
and business activity?” 

We have approached it recently 
with what seems like a precisely re- 
verse purpose. And yet in increased 
business and production alone lies 
the solution of our unemployment 
problems, as well as of our budget 
problems. 

I not only agree with the-Presi- 
dent that we need a national in- 
come of one hundred billions a year, 
but I think it is well within our pos- 
sibilities. 

But whether we get it or not de- 
pends altogether on a wise read- 
justment of our tax structure. The 
power to tax is the power to destroy 
If you destroy the gains-incentive, 
you destroy both activity and reve- 
nue. Our need is for both 


Undistributed Profits 
and Capital Gains Taxes 


I shall not elaborate the copious 
testimony that you have had here 
on the necessity for modification of 
the capital gains and undistributed 
profits tax. Instead of encourag- 
ing expansion and activity which 
make for increased national in- 
come, which is our surest and best 
way to increased revenue, they have 
greatly repressed both. They are 
the outstanding instance of failure 
to apply the law of diminishing re- 
turns to our problems of revenue 
and taxation. 

I would not completely repeal 
either tax. If the business of a man 
is buying and selling securities, his 
profit from those transactions is 
income and should be taxed as is all 
other income. But to tax as income 
in a single year the growth of capi- 
tal through many years of work and 
risk, merely because it was realized 
in that year, and without regard to 
losses in other years, is not only 
unfair and unjust, but it works to 
drive all capital, big and little, into | 
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ut Fairer Methods 


* unproductive investment and to 
take from expansion, increased pro- 
duction and reemployment, the very 
force which drives them. 

I agree completely with so much 
of the principle of the undistributed 
profits tax as prevents tax avoidance 
through the unproductive accumula- 
tion of surp)us or the accumulation 
of surplus beyond the needs of pru- 
dent business administration. But 
that can easily be attacked without 
paralyzing the expansion of old busi- 
ness and the creation of new in- 
dustries. 

One of our principal problems is 

unemployment and 
of activity in the 

industries. That is 
pool of unem- 


Th there has 


shat 


technological 
the woeful lag 
capital goods 
where our greatest 
ployment resides. 
been a vast replacement of men by 
The 


th 
ne 


machines is beyond argument. 
only possible offset that is 
creation of new industries and 
ion of old ones 


to 
the 


expan 


Declares New Enterprise 
Crippled by Tax Levies 
The combined influence of high 
and unreasonable capital gains and 
unwise undistributed taxes has al- 
most stopped the development of 
new enterprises. Financing of new 
developments is a very risky busi- 
ness. It usually takes a time 
and a period of consecu losses 

before there are any profits 

Under 
Government 
you lose, you lose it all. 
ceed, we take most of it.” 


long 
tive 


the gains tax the 
saying If 


If you suc- 


capital 


is 


in effect 


risks 
Another way to build a new indus- 


profits 


take sucn 


Nobcdy wants to 
try is by plowing back its 
Under the undistributed profits tax 
that way is also almost completely 
closed. 

The third and )z to build 
by borrowing but that avenue is also 
barred if the borrowing must be paid 
from profits 

Considering all three effects to- 
gether these taxes cl all three 
approaches toward a solution of 
technological unemployment which 
I think our unemploy- 
ment problem 

Our prime right 
the development of new industries 
is slowed tremendously by these twin 
taxes 

I think 
industries new industries dur- 
ing development and exempt 
all expenditures of any corporation 
for expansion of capital facilities 
or development of new products or 
for payment of debt incurred for 
the same. 

The regular income tax 
Should also be given a thorough 
overhauling to discover its maxi- 
mum revenue—producing efficiency 
under law of 
turns 

In the state of New York the same 
source can be taxed not only by the 
Federal government and State gov- 
ernment for income but, if you do 
not happen to come under the in- 
corporated business, you have to pay 
an additional 4 per cent un-incor- 
porated business tax. 

Thus the maximum reaches 
high as 91 per eent. But with 
ductions for state taxes it will 
8142 per cent. That, of course 
outside of municipal levies and al! 
other taxes 

It must be perfectly apparent 
nobody will risk much money for the 
purpose of giving 91 per cent or 60 
per cent or even 50 per cent to the 
government if he succeeds and can- 
not charge off his losses if he fails 
It simply prevents money from going 
to work to put people to work and 
to restore the activity which we call 
prosperity, upon which we all rely. 
No man will use his money excep 
upon a chance of profit commensu- 
rate with the risk involved. 


ast way 1s 


se 


is greatest 


necessity now 


we should exempt small 
and 


, 
aiso 


structure 


the diminishing re- 


that 


Foreign Tax Problems Not 
Always Akin to Ours 


I am not too greatly impressed 
by the opinions of British and other 
foreign economists. Many are most 
distinguished but their problems are 
not always our problems. On the 
question of budgets, taxation, recov- 
ery and social security, however, 
the British experience is longer than 
our own. And on their application 
the law diminishing returns, 
I merely submit for what it may 
be worth, a chart which I have pre- 
pared comparing our income tax 
structure with their own. 

In considering these charts, we 
may ask not only how our rates in 


of of 


S 


—Harris & Ewing 


ENATOR James J. Davis (Rep.), of Pensylvania (middle), smiles while two leading Democrats ex- 
change jocular amenities at the close of a Senate hearing. 


“You have always held these views, or are they new?”, asks Senator James F. Byrnes of South Caro- 


lina, chairman of the committee (left). 
Bernard M. Baruch replies he has spoken convictions rooted in him as “a South Carolina Democrat.” 





1er brackets restrict our own 
y but how also the relatively 
lower rate in Britain enables Brit- 
ish capital to develop Britain’s ex- 
port trade when our capital is pre- 
vented from doing so by these taxes. 
hat chance has an American ex- 
compared with coun- 
lower standards of 
addition, have 
iower taxes 
1 death duties, with 
particularly what 
American investor 
an investor 
there is no capi- 
American export 
such competi- 


other 
which have 
1g and which in 
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rt trade against 
England where 
I tax? 
trade cannot live in 


tion. 


Sees Taxes for Revenue, 
Not to Punish or Reform 
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be designed 
nt and rev- 
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laws should 
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raqa A ce 

It is my 
tif - 


were scler 


the two purposes 
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Mr. Baruch’s Background: In War Time and Peace Time 


BARUCH 
and 
experience 


thinks of 


capitalism 


ERNARD M 
democracy 
terms of 
When 


clerk 


his own 


he started out as a 


pay was three dollars 
week. Now he is a mu 
He is away from the tension of the 
market place, able to enjoy oppor- 
tunities for study, reflection 
writing to which he had long looked 
forward. He wants to preserve for 
he says, the system that made 
this possible 


“This sj 
¢ 


ti-millionaire 
and 


others, 


. has been good to m 
d mine,” he told the Senate Com- 
mn Unemployment and Reliet 

at the opening of his testimony (Feb 


2 


28) on the country’s economic plight. 
Briefly, he spoke parentage 
how scientist-father had fled 
from ion in Germany and 
fought Confederacy. His 
mother’s people reached these shores 

before the Revolution 

Nothing was said of his own birth 
Carolina 67 years ago, of 
the work which made possible his 
graduation from the College of 
City New York at 19, or of 
difficulties which had to be overcome 
before he made, lost and made again 
millions in Wall Street 

Nor did he refer to his friendship 
with Woodrow Wilson, which 
thrust him into national prominence 
and resulted in his appointment to 
head the War Industries Board. 

It was then that he came to know 
Franklin D. Roosevelt well. They 
have remained friends since. Tne 
President on occasion has consulted 
Mr. Baruch on Administration prob- 
lems 


E QUESTION OF THE RIGHT 
Mr. Baruch advvo- 
modification of New Deal 
as Imperative 

I system. 
The committee chairman, Senator 
James F. Byrnes, leaned forward to 

ask in his South Carolina drawl: 


of his 


oppress 


for the 


in South 
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of the 
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s testimony 
tax 
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to salvation 
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le have 
It 


out of the savings of all pe 
to be collected in death d 
is a great deflationary infl 


iLles. 
ence. 
eserving 
younger 
rs’, but 
sud- 
and 


re- 


I am not interested in p: 
any unearned wealth to a 
generation, my own or ot} 
I do think our process of 
denly breaking up enterpri 
turning them into instant 
gardless of conditions, s 
studied to find a way to pr 
t retardation 


es 
cash, 
ould be 
vent the 
remendous imposes 
on recovery. 

develop- 
pre- 
Here 
ig devel- 
death 
of 


After a certain 
1g enterprise curtailme™' to 
pare for death duties sets 
we have a law of diminishi 
opment. With the 
duties practically all 
America’s real estate securities and 
every other form of asset are for 


point 


present 


classes 


sale. 


Asks a Wide Study 
Into Tax Problems 


Revision of Federal and State tax 
tructures for maximum business 
‘tivity and at maxi- 
m revenue on the law of dimin- 
study I am 
ymmen- 
Bu 
that an open hearing in a 
mixed com- 
well as 
heard, 


mprov- 


the same time 


ing returns requires 


10t here making specific 1 
dations except as to principle 
I believe 

rate ingulry by a 
where 


l tax expert 


11Ssion economic as 

could be 
suld make proposals muc!l 
and it 
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tructure 
our del 

r of public concern 

st magnitude. If 

science in 

t should 


y is no place 


the present 


to excuse 


vi 


political Mes- 


the Pre 


tl idents 
per, 
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ral revision of 


1934, 


nt 


prevent ove 


our VieWS at 


ciously 


Withou ‘ 4 
that I would 
my dollar 

our economic prob- 


dramatic, I will 
gladly lay down 
would help s 
em 


say 
iast 
lve 
“I have too much pride to let my 
interests determine my judgment. I 
‘t , : justify 
whet! 


uld like to see the future 


le Only que, 


ght or wrong.” 
There 11 
ness. On the table before him wa 
book, “America’s Sixt; 
* which names Mr. Baruc 
a financial oligarchy al- 
leged to run the country. While f 
attended anot hearing 
nearby at which several motion pic 
the room 


was drama in } earne 


a copy of the 


persons her 
ture stars were testifying, 
in which the financier testified was 
crowded. 

“I can’t speak for the 
Mr. Baruch said, “but i 
places my wealth at $37,500,000. I! 
the author can find one-half of that 
amount in my I'll give 
him a third. ... The book is based on 
fiction more than fact, a jumbling 
together of names and events.” 


PROUDLY IS A DEMOCRAT 
Continuing in matter-of-fact fash- 
ion while he fingered the book, ie 
said he had not made a cent from 
the billions of dollars in contracts 
he handled as chairman of the War 
Industries Board and admitted- 
the book—that he had con- 
tributed to the Democratic party. 
“And I’m not Cr it,” 1 


added. 


other 59 


as for me, 


possession, 


as 


said in 
ashamed 


par too,” inter- 


ty 1s giad, 

Senator Byrnes amidst laugh- 
ter. 
Quickly the questions came. How 
about ritish as compared with 
American taxes? What about alter- 


cities and the Federal government. 
I understand it is being studied but 
how can we make an intelligent 
approach to this subject unless we 
have Federal, State, City and all 
taxes other than real estate taxes 
before us? 

I am no Cassandra, but our need 
for a sane solution of these prob- 
lems is almost our greatest need in 
the interests of farmers, workers, 
and above all, the unemployed. We 
are so great a consumer that our 
depression depresses the world. The 
world’s depression in turn will be 
a clog on the speed of any recov- 
ery for which we may hope. 


Doubts Any Man, Under Tax 


at Present, May Prosper 

t is my opinion the new tax meas- 
ure may be the leading economic 
event of current history. If it indi- 
cates a move towards taking the 
shackles off of our traditional econ- 
omy and giving our profits system 
to work and solve our 
accordance with that 
economy, it will be a tremendous 
for recovery—both here and 


some ieeway 


problems in 
force 
abroad 

If, on the other hand, it contin- 
ues the influences that have re- 
tarded our recent recovery, we may 
push ourselves and the world to 
lower levels from which it will be 
difficult for us or any other nation 
to rescue them. 

I have been unable to figure out 
how any man under present taxes 
can live and save enough to care for 
those dear to him whether he makes 
$1,000 a year $100,000 or 
year 

I repeat with the greatest earnest- 
that I believe unemployment 
can be solved only by a proper re- 
adjustment of Federal policy and 
the tax structure for maximum busi- 

and activity, both 
internationally. In 
will get the greatest 
receipts, the greatest 


or 


turnover 
and 
you 


government 


ness 
lationally 


way 


Should more attention be given to 
the older or the younger un- 
employed? 

If had facts upon which to go, 
Mr. Baruch answered. If not, i 
said so and suggested non-political 
studies to arrive at correct answers 
But mostly his presentation was in 
explanation of his conviction that 
country must choose between 
capitalistic incentive and “state reg- 
ulation and fear of punishment.” 

His tall figure and 
democratic manner set him apart 
the market traders in his 
youth. When the day ended, nothing 
pleased him more than an evening 
at home with Mrs. Baruch, their son 
and two daughters. The now whit- 
ened hair was dark when began the 
friendship with Mr. Wilson that 
made him the marshal of American 
in war time. 


,iding 
a.Qlle 


ne 


» 


the 


easy-going, 


among 


industry 


HIS WORK IN GREAT WAR 

Much as General John J. Pershing 
in France had to weld a new Army 
into a compact, aggressive machine, 
Mr. Baruch had to unite industry 
for the same purpose—to win the 
Vested with powers of virtual 
dictatorship in his field, he was not 
dictatorial Instead, he recruited 
men of ability to aid, delegated re- 
sponsibility. Between them, the re- 
sourcefulness and wealth of the 
country were mobilized on a “co- 
operative’ basis. The war over, he 
served w.th the American delegation 
for negotiation of peace. 

That experience gave him a more 
national viewpoint and an insight 
into problems of what he calls “un- 
economic” areas affecting raw ma- 
terial prices. From early life ne 
had possessed a social consciousness. 
With the end of the Democratic Ad- 
ministration, he continued his in- 
in improvement of the na- 

ional economy. 

' Back in Wall Street, he began in 


terest 


more a 


amount of employment and the 
greatest sum of money to be used 
for relief and necessary social work, 

I think taxes should be at the 
highest point possible to get what 
we can, but that point must not go 
to the extreme of discouraging the 
doer, worker, or maker from doing, 
working or making. Of course, we 


and the country is to get people 
back to work again in norma jobs. 
The relief rolls are no solution of our 
unemployment problem. There will 
be no solution until the jobless are 
absorbed in private industry. 

In line with my belief in moving 
against “uneconomic” areas, I have 
always believed in a floor under 
wages and a ceiling over hours, The 
first plunge into depression is al- 
ways accentuated by a lengthening 
of hours and a lowering of wages. 
That is deflationary. It is never suf- 
ficiently compensated by a lowering 
of prices to offset its deflationary 
effect. 

If maximum hours and minimum 
wages are in effect and equable 
through all industry, the effect on 
no single competitor is harmful. Bu: 
if employers are permitted instantly 
to compete for dwindling business 
by slashing wages and lengthening 
hours, more humane employers have 
no alternative but to follow the same 
practice, or get out of business. This 
Stabilizer of maximum hours and 
minimum wages on our economic 
engine seems to me a necessity of 
our times. 

In the shortening of hours to 
spread work unless weekly wages aré 
maintained, I have never been able 
to see anything more than a forced 
contribution to unemployment relief 
by the class least able to stand it 
Of course for limited periods, it 1s 
better than wholesale discharges but 
it is no cure for the unemployment 
problem. 

I am opposed to setting up an Ad- 
ministrative Board with power to fix 
maxima and minima in their dis- 
cretion in different industries or dif- 
ferent localities. 

I believe that Congress, by its own 
act should set those limits, with rea- 
sonable differentials to cover estab- 
lished differences in various produc- 
tion areas. A Board should then be 
permitted within limits laid down by 
Congress to vary the established 
hours and wages to cover emergen- 
cies and unanticipated cases of un- 
usual hardship, and to give the flexi- 
bility that is necessary in the appli- 
cation of any set rule to the infinite 
variety of individual cases in a pat- 
tern so broad and complex as the in- 
dustrial fabric of America. 

I do not believe that a reasonable 
wages and hours law under existing 
conditions Would make a vast amount 
of reemployment. In the great coded 





+ ing the Social Security pay-roll tax? 4 1921 to study the disparity between 


agricultural and industrial prices. 
He supported the twice-vetoed Mc- 
Nary-Haugen farm bill in the years 
when farm subsidy legislation was 
not so widely accepted as today. 

Time and again Presidents and 
committees of Congress called on 
him for suggestions. He first would 
seek authoritative data on the ques- 
tion at hand, then speak out as 
frankly as last week. Had he chosen 
he could have worn severa! tiny rib- 
bons in his lapel signifying medals 
of honor from this and several for- 
eign governments. But he did not. 

| Almost four years ago Mr. Baruch 

left his Wall Street office for one in 
uptown New York 

“I don’t want anyone to think I’m 
getting rusty and am retiring,” he 
said, “because I’m going to be as 
active as I’ve always been. But it 
will be a different activity. 

Since then he has enjoyed travels 
abroad and writing especially. One 
of his special interests is workable 
legislation for neutrality in case of 
war, and for readiness to fight de- 
fensively. His view is that a real 
“preparedness” in 1914-17 might 
have kept the country out of the 
last war. 


HIS VIEW OF WALL STREET 

Closing his testimony before the 
Senate committee, Mr. Baruch en- 
gaged in some retrospection about 
his Wall Street experiences. 

“I found that the public is always 
wrong about the market,” he ob- 
served. “It is optimistic when the 
market is at the top and pessimistic 
when it is at bottom. I’ve never 
seen an amateur who made any 
money there.” 

“Then how does one become a pro- 
fessional?” asked Chairman Byrnes 

Mr. Baruch joined in the laughter, 
Saying it might be in the same way 

| that politicians become “statesmen,” 
| —by trial and error. 


” 


device for tax avoidance. But we 
should not use tax avoidance by a 
few malefactors an excuse for 
punishing our whole economic sys- 
tem. 

It is interesting to note that the 
old fortunes vanish. New ones come 
only because men venture. Old busie 
nesses disappear and new ones must 


as 


must search out and eradicate any | be started or we shall sink. 


| 
| 
| 


UNEMPLOYMENT: Problem’s Solution 
Not in Relief Rolls But in Industry 


HE principal problem of Congress + industries under N. R. A., I am told 


that departure from the code wages 
and hours have been few and if in- 
tra-state commerce is excluded, the 
principal fields where reemployment 
could be made by a shortening of 
hours, will also be excluded. But still 
I believe the principle should be ob- 
served as an insurance against “une 
economic” areas in labor. 

I believe in the principle of col- 
lective bargaining and labor repre- 
sentation independent of employer 
influence but I believe that the Board 
administering this principle should 
be in all things judicial and im- 
partial and never regard itself as a 
pressure bureau for any particular 
union or form of unionism. 


Criticism of Federal Policies 
That Have Been Tried So Far 


I am not convinced that our Fed- 
eral policies have been well coordin- 
ated and synchronized to make for 
reemployment. 

Take the Social Security payroll 
tax of upwards of a billion dollars 
on payrolls. In addition to deducting 
a tremendous sum from the direct 
purchasing power of the poorest 
classes, that tax is a powerful in- 
centive to employers to replace men 
with machines wherever ingenuity 
can devise a way and modern in- 
genuity is particularly good at that. 
There can be no doubt of the effect 
of that to increase technological un- 
employment. 

I suggest that the whole Social 
Security set-up be re-studied and 
that a tax on machine hours or even 
on gross sales rather than on pay- 
rolls would be more logical. 

Now, there has never been any 
argument that automatic machinery 
does not reduce employment except 
the argument that new inventions, 
new industries and new uses take up 
the men rendered surplus in the old 
industries. 

But when we come to examine the 
effect of the undistributed profits 
tax and the capital gains tax on the 
creation and expansion of new in- 
dustries, we find that the effect of 
them on new enterprises is practi- 
cally to arrest them. 

It seems to me that here is a com- 
plete stultification of reemployment 
policy that should have your im- 
mediate attention. Its effect may 
be intangible but it cannot be other- 
wise than great. 

Of course the solution of the real 
problem of unemployment covers a 
far greater field than we have yet 
skimmed. In 1929, when all except 
a possibly permanent 3,000,000 were 
employed, at least fairly satisfactor- 
ily, the national income or turnover 
was nearly 90 billions of dollars. 
Last year, it may have been 60. 
This year it may fall below 50. Yet 
on the normal increase with in- 
creased population from the 1927, 
1928 and 1929 levels, our national in- 
come should now be nearer 100 bil- 
lions than 90 billions and if it were 
100 billions, unemployment would 
not be so great a problem as it is 
now. 

I have seen figures tending *o 
show that it would have to be 120 
billions to employ everybody but I 
think those were figures of advocacy. 
When prosperity is high the activity 
is so great that anybody who really 
wants to do so makes a living. 


Federal Spending No Cure, 
He Says, of Unemployment 
Certainly the real goal to. shoot 
at in relieving the terrible problems 
of unemployment is that gap be- 
tween 50 billions and 100 billions of 
national income. Government ex- 
penditures of two and a half billions 
or even four billions for relief do not 
begin to cover the ground. I have 
heard much assertion that reduced 
Federal relief expenditure of all sorts 
in 1937 as compared with prior years 
brought this depression. Here are 
the figures: 
1934 ........+...$4,502,404,000 
1935 ..ccccccccce 4,848,941,000 
1936 ..ccccceccee 5, 920,002,000 
1937 ...cccccccce 4,579,197,000 
Average ........$4,789,056,000 
The total expenditure varied 
greatly only in 1936 due to the bonus 


[Continued on Page 12.] 
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By J. FREDERICK DEWHURST 
Economist of the Twentieth 


Century Fund, 

{Continued from Page 6.) 
chiefly to lower income classes, in 
the form of higher prices or lower 
wages or both. On purely economic 
grounds a tax on sales is to be pre- 
ferred to a tax on payrolls. Both 
forms of tax are regarded by the 
employer as part of his cost of pro- 
duction and are therefore passed on 
if his competitive position makes 
this possible. 

In the case of the payroll tax, 
however, the employer has the addi- 
tional alternative of reducing its 
burden on himself by reducing the 
tax base, i. e., by displacing labor 
cost by machine cost. With the sales 
tax this is of course impossible. 

It is not possible, obviously, in a 
short space to present all of the 
factors which should be considered 
in determining policy on purely 
economic grounds when important 
administrative considerations enter 
into the problem. 


(Editor's 
explains that the 
presses are personal and in 
sense those of the Committee on 
Social Security, the Twentieth 
Century Fund, or its committee on 
old-age security, of which he was 
a member.) 


Mr. Dewhurst 
opinions he er- 
no 


note 


Virgil Jordan 
President, National Industrial 
Conference Board, Inc., 


answers: 
HE research staff of the Confer- 
ence Board has so far made no 
study of the question of the most 
desirable type of taxation to be em- 
ployed in connection with Govern- 
ment expenditures for unemploy- 
ment and pensions under the exist- 
ing Social Security legislation, and 
I cannot, therefore, give you an an- 
swer to the question in your letter 
of March 1. 
—————— 


+ 











—Underwood & Underwood 


| VIRGIL JORDAN 





As regards the other question, I 
| may say that the research staff of 
the Conference Board in all the 22 
years during which it has been in- 
| vestigating industrial economic con- 
ditions has found any trust- 
worthy scientific evidence tending to 
indicate that the use of machinery 
has reduced human labor and pay 
rolls. Rather, all the available evi- 
dence shows that the increased use 
of machinery has increased employ- 
ment and pay rolls. 

The Board has far made no 
study to ascertain whether or not the 
Social Security pay roll tax has in- 
creased the use of machinery 


never 


so 





Rep. M. A. Dunn, 


Democrat, of Pennsylvania; 
Member of House Committee 
On Labor, 


answers: 
HE Social Security Act, 
there is a great deal of room for 
its improvement, is a very humane 
law and undoubtedly because of it 


| 
| 


although 


+ 


human suffering will be eliminated 
to a large degree. I do not know of 
any industry that has reduced the 
number of its employes and the 
wages of employes because of the 
Social Security pay roll tax. 

If it could be proved that it would 
be more ad itageous to employes 
to have the present Social Security 
tax On pay rolls replaced with a 
tax on machine hours or even on 
gross sales, I believe that I would 
favor such replacement. 





Dr. Seymour F. Harris 


Associate Professor of Economics, 
Harvard University, 


;answers: 


| 


| 


(By Telegraph) 
DO not think that there has been 
any serious substitution of ma- 
chinery for labor as a result of the 
Social Security taxes, nor do I think 
that this will be the effect in the 
long run. 

Assume that a pay roll tax is im- 
posed, alternative results are: 

1—A reduction of wages. That 
is, the worker to receive, for exam- 
ple, $18 in wages and $2 in Social 
Security benefits (when paid) in- 
stead of his usual $20 a week. 

2.—A rise in prices, or 

3.—A reduction of profits and some 
consumption of capital. 

The main effects of the imposi- 
tion of pay roll taxes are likely to 
be in the direction of higher prices 
and lower wages. A rise of prices 
and the maintenance of production 
require, however, an elastic mone- 
tary system. 

So far as trade union practices 
prevent necessary adjustment in 
wages, or in so far as consumers are 
unwilling or unable to pay increased 
prices, the sales of particular prod- 
ucts may well be discouraged and 
capital substituted for labor to some 
extent. In some industries these re- 
sults are particularly likely to fol- 
low, e.g, coal, where the demand is 
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elastic, that is, where a rise of prices 
will lead to a large reduction of con- 
sumption (substitution of oil) and 
where the unions are reasonably 
Strong. 

Furthermore, it should be remem- 
bered that technical improvements 
may well raise the real wages of 
those employed and thus increase 
the pay rolls, even though employ- 
ment suffers. 

I would favor the substitution of 
the other taxes you suggest in your 
questionnaire for Social Security 
taxes. The burden of Social Se- 
curity should rest on industry, the 
worker and the consumer, and a 
tax on pay rolls seems to be the 
most effective way of achieving this 
distribution of the burden. 


Sen. E. C. Johnson, 


Democrat, of Colorado; 
Member, Senate Committee 
On Manufactures, 


answers: 
- ANSWER to your questions in 
your letter of the second: 
1.—Yes. Every increase in the cost 
of labor increases the use of labor- 
saving machinery. The purpose of 


LQWSG7EaI? \NDUSTRY REVIEWS ITS ROLE 


March 7, 1938 


IN PROTECTION OF CIVIL LIBERTIES 


DEFENSE of the right of indus- of our democracy—civil liberty—and + 


try to defend itself is written in- 
to the record of the Senate Civil Lib- 
erties Committee as a result of its 
investigation of the National Asso- 
ciation of Manufacturers. 

Charles R. Hook, president of the 
Association and of the American 
Rolling Mill Co., bespoke the interest 
of industry in protecting civil liber- 
ties in this country at a time when 
they are diminishing elsewhere. 

“Industry has a right to have an 
opinion on each and every cne of the 
various things which affect it, or 
with which its welfare is concerned,” 
he declared. “Industry cannot be 
criticized for that. 

“For if there are those who do not 
believe in the system of private en- 
terprise, there surely are those who 
do believe in it, and that side has an 
equal right to tell its story to the 
public. 

“That is a fundamental concept 


labor-saving machinery is to save 
money. 

2.—This proposal most certainly 
has merit and it should be exhaus- 
tively explored and perhaps adopted 


in part or in whole. 


Senator Walsh 


Democrat, of Massachusetts, 
Chairman, Senate Committee on 
Naval Affairs, 





answers: 


[* MY opinion, the Social Security 
pay roll tax has, or will have in 
time, the effect of increasing the use 
of machinery to reduce human labor 
and hence pay rolls. This seems to 
me to be an inevitable result. 

I think the suggestion for trans- 
ferring the tax from the pay rolls 
to machine hours or even to gross 
sales should be given most sympa- 
thetic and careful study and atten- 
tion. 


one of which we should be especially 
vigilant. With the world moving in 
the direction it is today, this land 
may become one of the last outpost. 
of democratic privilege.” 

Senator La Follette (Prog.), of Wis- 
consin,, chairman of the committee, 
had investigators enumerate the 
means used by the Association to 
get its case before the public. These 
included newspaper space, radio, 
billboard advertising, speechmaking 
and pamphlets for schools and col- 
leges. 

The Association, embracing 2,912 
members last year, is dedicated in its 
constitution to: 

“The promotion of the industrial 
interests of the United States, the 
fostering of the domestic and foreign 
commerce of the United S‘ates, the 
betterment of relations between em- 
ployer and employe, the protection 
of the individual liberties and rights 
of the employer and employe, the ed- 
ucation of the public in the princi- 
ples of individual liberty and owner- 
ship of property, the support of leg- 
islation in furtherance of those prin- 
ciples and opposition to legislation 
in derogation thereof.” 

To achieve those purposes, the As- 
sociation several years ago set up a 
National Industrial Information 
Committee. Its present chairman, 
Ernest T. Weir, chairman of the Na- 
tional Steel Corporation, told Sen- 
ator La Follette, “Industry has been 
very much misrepresented, very 
much maligned”; and his committee 
aimed to present the other side. 


“PROPAGANDA” DENIED 

The Association raised $800,000 to 
pay the cost in 1937, it was shown. 
Walter B. Weisenburger, executive 
vice-president, denied that the ma- 
terial circulated for student use was 
“propaganda.” He also took excep- 
tion to an assertion by Senator La 
Folletie that the Association had dis- 
tributed “one-sided information” 
about the Wagner Act. 


Tracing the Association's history 
since its organization 43 years ago, 


Mr. Weisenburger said 
“It believes in the right of free 
speech, the right of individuals to 


assemble peacefully, in their right to 
collective action within the law. It 
believes in its own right to these 
things; it believes in the correspond- 
ing rights of all other groups and 
all individuals within our social 
Structure. It denies emphatically 
that any of its activities have been 
intended or have served to restrict 
or deny the exercise of these rights 
by others.” 


TEAR GAS PURCHASE CITED 

Committee investigators testified 
that 207 companies, or a small frac- 
tion of the Association membership, 
apparently could dominate its poli- 
cies; and that about 60 per cent of 
tear gas purchases by industrial con- 
cerns since 1933 were by those com- 
panies. Asked if this was intended to 
imply that the Association recom- 
mended use of tear gas in industrial 
disputes, Senator La Follette said, 
“No”; but that he considered the 
data relevant to the inquiry. 

John C. Gall, counsel for the As- 
sociation, protested that the data 
was irrelevant and said the organi- 
zation had never suggested use of 
tear gas. 

While Association witnesses readily 
acknowledged that it had opposed 
enactment of some pro-laoor legis- 
lation, it was denied that this 
showed the organized manufacturers 
were not progressive. 


SPONSORED REFORMS 

“The N. A. M.”, said Mr. Weisen- 
burger, “has sponsored and worked 
for many of the ideas and reforms 
which have marked the rapid devel- 
opment of this country. ... It was 
among the first and was the most 
energetic sponsor of workmen’s com- 
pensation laws. It was behind this 
movement even before it was sup- 
ported by organized labor.” 


= = == = 


+ Obstacles to Employment: Mr. Baruch Blames Taxes and Checks on Investment + 


[Continued From Page 11.] 
and then by less than 1.5 billions. 
As long as employment lags, we must 
spend for relief but Government ex- 
penditure isn’t the way to cure un- 
employment. There is only one way 
to do that—full private expenditure 
for consumption and investment in 
the normal proportions as between 
capital and consumers’ goods. 

In my judgmen?, this is not only 
the key to the whole problem but it 
is a key that would be so easy ‘0 
turn that it is a tragedy that it has 
not been done and that after almos. 
four years we are not as well off as 
we were after the truly remarkable 
1933 recovery as it stood on July Ist. 
of that year. 


Present Paralysis of Private 
Spending and Investment 


There is ample money and po- 
tential credit in this country to sup- 
port a much gfeater activity than 
that of 1928 and 1929 and the whoie 
basis for such activity is much 
sounder now than then—a greater 
shortage of goods, a larger popula- 
tion and demand, a lesser burden of 
private debt, and a far greater ob- 
solescence and disrepair of every 
needful thing—enough idle money, 
idle labor, idle brains to produce 
plenty for everybody. 

The single missing element in a 
great forward movement is a feel- 
ing of security—a belief that money 
can be spent or invested without con- 
fiscation of reasonable profits by in- 
ordinate taxation, that American as- 
sets will not again be subject to 
some great arbitrary change in the 
value of money, that there are to be 
no further disturbing assaults on 
business either by some statutory 
change in the existing business pat- 
tern or a general governmental hos- 
tility or governmental competitive 
invasion of existing fields of private 
enterprise. 

At the basis of business is stability 
of government fiscal policy and of 
course this means an unmistakable 
trend toward an eventual balancing 
of the budget. 

To give the capitalist or profits 
system a chance to work will require 
also a fundamental revision of the 
taxing system on a plan for revenue 
rather than regulation or punish- 
meni and that on the law of dimin- 
ishing returns. 

When I speak of this hesitancy or 
paralysis of spending and investment. 
I am not talking alone about the 
hesitation of important capitalists. 
I am speaking of the hesitancy of 
every smaii merchant and manu- 
facturer to embark on more than a 
closely held program of merchandis- 
ing or manufacture. I am speaking 
of the reluctance of every farmer 
and worker to spend for consump- 
tion more tnan for the most pru- 
dent provision of necessities. 

It is the combination of millions 
of cautions that holds back the 


+ spending and development which 
could do ten times more for reem- 
ployment than any government ac- 
tion or all the spending for relief 
in any year of this depression. 

Of course all this depends on na- 
tional policy. If it remains what re- 
cently it has appeared to be, there 
is no hope of reemployment and sub- 
Stantial recovery. If it could be 
changed along the lines I have tried 
to indicate, I believe that we would 
have a rapid and immediate rise 
in all economic indexes. 

I have recently heard some public 
men reproach business for the al- 
leged failure to step forward and 


MONOPOLY: Draws 


employ the millions of jobless, and + aeroplane, the bus and the truck to # hydrogenation of coal, and the bitu- 


intimate that if business doesn't, 
government will. In addition to be- 
ing illogical and unfair, that raises 
hopes that can never be realized 
and expresses a promise to unfor- 
tunates that never can be fulfilled. 
I say it with regret but I would 
be less than candid if I failed to ex- 
press my opinion that unemploy- 
ment is now traceable more directly 
to government policy than to any- 
thing that business could or should 
do and that if those policies are not 
changed, neither business nor gov- 
ernment can ever solve this most 
terrible of all our problems. 


Distinction Between 


| Business Bigness and Real Monopoly 


N the industrial and commercial + government has ample power to so 


side appear similar aspects of 
applying the principles I have 
stated at the beginning of my testi- 
mony. To the extent that these are 
abuses in big or little business, let 
us regulate and drive them out of 
existence. But toreach a few male- 
factors or a few chiselers who do 
not accede to the requirements of 
the general welfare, let us not throw 
away the benefits of our economy 
or burn our house down to kill a 
few bats in the attic. 

For example, there are some hold- 
ing companies that were created to 
avoid taxes or to provide for what 
amounts to minority control of great 
operating companies. Were the Al- 
legheny and Pennroad holding com- 
panies formed for necessary railroad 
activities or to avoid the rulings of 
the Interstate Commerce Commis- 
sion? 

There are some holding compa- 
nies in the utilities that resulted in 
over-capitalization or watering of 
values on which they endeavor to 
make the public pay. These things 
are abuses and should be ruthlessly 
regulated out of our economy. 

But there are other holding com- 
panies that were set up merely for 
convenient and legitimate manage- 
ment of purely legitimate business. 
Of course, they should be supported 
and encouraged. 

We have to distinguish between 
monopoly (which is such control of 

| price and production as exploits the 
public) and mere bigness which 
through mass distribution and mass 
manufacture has been one of our 
greatest blessings in low price, cheap 
service, and hence increased produc- 
tion, and better standards of living 
than exist elsewhere in the globe. 


Says Natural Monopolies 
Not Secure From Change 


Some monopolies are natural and 
unavoidable, like the telephone and 
utility monopolies. Of course, they 
must be regulated to prevent exploi- 
tation of the public. But since the 


regulate them directly, I have al- 
ways doubted either the necessity 
or wisdom of the attempt to regu- 
late them by having government 
compete with them. 

The operation of business rather 
than the regulation of business 
smacks too much of what is going 
on in Russia and Germany. It isa 
violation of an essential of recovery 
which is to activate our traditional 
economic system rather than to re- 
Strict it. It is bad from every Amer- 
ican point of view. It is a retarder 
of recovery and re-employment of 
indefinite but immeasurable effect. 

Even the natural monopolies seem 
to have a way of losing their grip. 
When I was a boy the railroads were 
our greatest monopoly. They need- 
ed regulation more than any monop- 
Olies that ever existed. Here too, be- 
cause the government was inefficient 
in regulation, it turned to federally 
subsidized competition. It created 
artificial waterways. 

The studies of the Coolidge Trans- 
portation Committee, on which I 
served, showed that except for the 
Great Lakes waterway, not one in- 
land waterway stands on its own feet 
economically. They are principally 
devices for regulating rail rates— 
some carrying none or little traffic 
—merely maintained at public ex- 
pense to do that which government 
could do much more cheaply and ef- 
ficiently by direct regulation. 

Yet in my long experience I find 
private competition always catching 
up with monopolistic or uneconomic 
practice. Great copper companies 
controlling production maintained 
prices too high, thus liberally financ- 
ing the opening up of African and 
other mines which at a reasonable 
price could never have developed, 
but which now have broken the hold 
of the older companies by flooding 
their markets. 

The railroads, resting too long and 
too indolently on their monopolistic 
position, now find themselves con- 
fronted with the competition of the 


a point that just now threatens most 
of our railroad system if that sys- 
tem does not adjust itself to the 
changed conditions. 

Even the efficient and moderate 
operation of the necessary telephone 
monopoly is being overtaken by 
radio, and it occurred to me recently 
that the much-discussed power and 
light monopoly, which now seems to 
be a matter of such concern to gov- 
ernment, may find itself regulated 
by an economic competition more 
effectively than any government or 
law. 

The recently announced mass- 
production of Diesel engines at a 
much cheaper price may make unit 
power and light installations cheap- 
er for every factory and household 


| than great hydro-electric installa- 
tions. 
| As far as hydro-electricity itself 


is concerned, the march of science 
and invention has made steam gen- 
eration more economical in many 
parts of the country. 

Coal used to be considered a mon- 
opoly-ridden industry. Electricity, 
gas, oil, better combustion methods 
and now perhaps Diesels have cut 
it down to a stature requiring Fed- 
eral support to live. The exhaustion 
of oil reserves may revive it, but I 
am advised that if any such devel- 
opment gets the price of oil up to 
where it was a few years ago, gaso- 
line can be more cheaply made by 





minous coal industry may revive 
through that alone. 
Aside from the laws that man in 


his ignorance may invent, there is 
a wonderful balance and protection 
in the laws that God in His Infinite 
Intelligence has provided. 


Business Bigness Not 
Essential Evil to Him 


On this whole question of monop- 
oly, I cannot agree with a campaign 
attacking our existing business sys- 
tem on a broad front for the sole 
purpose of breaking it into smaller 
pieces. I think that will only re- 
tard recovery and do no good what- 
ever. 

I prefer to define precisely those 
practices which we regard as mo- 
nopolistic and then vigorously to 
prosecute all who overstep those 
rules. 

If there are actual monopolies, 
they should be broken up. If there 
are abuses, they should be punished 
and prevented. But if there are ad- 
vantages in mass distribution and 
mass production, they should be 
pushed and encouraged. 

If we break up our big businesses 
into small units, won’t we have the 
same problem we have in agriculture 
—an infinite number of small con- 
cerns who cannot fend for them- 
selves and will have to be given more 
care by Government like agriculture? 


_ AGRICULTURE: Prosperity Identical 


N THE economic side 
principal problems 
ployment and agriculture. They are 
problems that must somehow be 
solved. We cannot go aleng with a 
lopsided economy—half boom half 
bust 

I Mave been giving my attention 
and effort to the farm problem for 
17 years, ever since 1921, because it 
was quite as clear then as it is now 
that there was too great a disparity 
between farm and other income to 
permit a sound, balanced national 
economy, 

We started the chain of events 
that upset that balance at our very 
beginning when we adopted a sys- 
tem of pretective tariffs that was de- 
liberately intended to subsidize our 
industry at the expense of our ag- 
riculture. 

At first, with virgin so‘l, free or 
very cheap, agriculture could stand 
the burden and perhaps it was the 
best system. But even betore the 
war our chickens were coming home 
to this roost. 

We interfered with natural eco- 
nomic laws when we started this 
disparity. There are oniy two pos- 
sible solutions. One is to knock 


our 
are unem- 


} down the old artificiality of the } emergency, 


| 
| 


With That of Business in General! 


two + tariff. The other is to build up a 


new artificiality to offset it. 

Under existing world conditions, 
only the latter alternative is possible. 
That always happens when we begin 
to interpose man-made devices 
against natural laws. We have to in- 
terpose another new invention to 
save us from the effects of the old 
one. 

The necessity here is io give a 
boost to farm income to permit the 
40 per cent of our market which is 
rural to consume the products of 
the cities. 


Straight Subsidy on Domestic 
Farm Consumption 


After studying many methods and 
even tentatively approving some, it 
seems to me that the best, simplest, 
fairest and most logical way to co 
this is by a straight subsicty on the 
domestic consumption of farm prod- 
ucts, leaving marketing and pro- 
duction free. 

In the presence of grea gluts or 
surplus creating what I cal! an “un- 
economic” area—an exaggerated low 
price for farm or other products, I 
would be willing to try loans on 4 
scaled down value to tid2 over an 
always keeping the 


+ amount 








of loans below the cost of 
reproduction. 

As such a period approacnes, some 
agency should either commence 1.9 
buy commodities or lend money on 
them. This action would have a 
tendency to steady the entire struc- 
ture and prevent the mass madness 
of panicky deflation. I think it ad- 
visable to include only 
rials because I am sure ‘that such a 
Stabilization would spread into man- 
ufacture. 

Let us take copper, for example. 
A good price for copper is 11 to 13 
cents a pound. The “uneconomic” 
area in American copper would be- 
gin about 742 cents. Some compa- 
nies could make money at this price, 
but not many, and not much. 

If the price goes down to 7 cents 
some government agency should buy 
copper or lend to the producers at 
this price on a scale down, or en- 
courage the lending and buying. 
There is always a certain portion of 
the output that will be consumed 
and the government operations 
would encompass only a part of the 
output. 

If the decline continued, the pur- 
chases or loans at 6% cents or 6 
cents should continue, always oper- 
ating at a less price as this “uneco- 
nomic” area progresses. In this way 
we would prevent a disastrously rap- 


raw mate- 


+ 


id decline, or, in other words, cush- 
ion the slump. 

This would not mean repeal or 
obstruction of natural economies 
laws. This would mean working in 
cooperation with those laws. The 
law of supply and demand would 
work out in the end, because with 
lower prices, two forces would be 
set in motion—production would les- 
sen and consumption would increase. 
In tnis way we would prevent havoc. 

If copper went above, say 14 cents, 

[Continued on Page 13.] 
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then we would 
uneconomic” area at the top. As 
such peaks are reached 


ment should siow up lts expenditure 





all its loans or sell its reserves. It 
could also use the pressure of th 
Federal Reserve System and the con- 
trol of credit 

This is the principle I would appl 
to farm prices—s If the 
Government. estimate should indi- 
cate a 17,500,000-bale crop and other 
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When the Governmen: 
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steps in 
below th 


cost of reproduction, it is safe and 
und. This not valorization. It 
cushions the drastic operations of 


the law of supply and demand 





This could prevent the impoverish- 
ing of the South, the demoralization 
of pla d workers in the milis 
The five or six million hules would 
re to sorbed eventually, of 
course, WV e price € They 
would still be a part of the availabie 
ppls I would help to prevent 
excessive planting the next season 


stabilize an upward 

What happens if you have another 
17,000.000 bale cotton crop? Th? 
Government might have to buy an- 
other 5,000,000 bales but this time at 
lower price, moving always 
in line with the natural laws but 
never permitting destruction. 

The same method could be applied 
to other crops 

If the new farm bill applies this 
principle I am in sympathy with it, 
but I cannot be sure from its con- 
text that this is its principle and I 
questions its more ambitious at- 
tempts at all times to control price 
by controlling barketing production. 


Points Out World Markets 
Set the Crop Prices Here 


e+i1) 
a Stil 


The prices of our principal cash 
crops are not made in the American 
They are made abroad in 
world competition. Nothing that we 
can do here can control them. 

On the other hand, if by manipu- 
lation of production and scarcity we 
get our prices above the world price 

as must happen if the plan is to 
succeed—we simply price ourselves 
out of the world markets for our sur- 


market 


plus 

We encourage foreign competitive 
production of wheat, corn (lard) 
and cotton. Those markets once lost 
are lost forever. I fear that we have 





lem ‘ae Mr. Baruch Sees It: 
n Control 


» already suffered greatly and perma- 
nently by these practices. 
Furthermore, it is an untried plan 
of bureaucratic control of the indi- 
vidual freedom and initiative of 6,- 
000,000 farmers in the nature of 
valorization. It violates every prin- 
‘iple I tried to lay down in my open- 
ng statement of accommodating 
1atural laws instead of trying to re- 
peal them and of taking account of 
human equations in the solution of 
a great national problem. 
As I have said earlier, a straight 
subsidy seems far simpler. 


The Proposed Farm Bill: 
Processing Tax Needed? 


The proposed plan will not alone 
sufficiently raise farm income by 
raising price. A processing tax for 
benefit payments is inevitable. The 
hope is of a higher farm income 
partly through benefit payments by 
a processing tax and partly through 
attempts to manipulate production 
and marketing. What difference does 
it make to the consumer whether the 
higher price he pays comes from a 
processing tax or from a shortage of 
food artificially engineered? 

I think most consumers would feel 
much safer and all farmers more 
happy and comfortable if price, pro- 
duction and marketing were left free 
to operate under natural laws and 
the disparity in farm income made 
up by a direct tax on domestic con- 
sumption. For the nation, and for 
our political traditions and institu- 
tions, I am sure that it woukl be 
much safer and more satisfactory. I 
wish Secretary Wallace and Dr. 
Tolley the utmost success in try- 
ing to make the new farm bill work 
but I wish it were simpler and more 
certain. 

There has been a suggestion by 
Senator McAdoo which has been un- 
der consideration for a long time and 
has met with the approval of many 
practical men, that if we cannot sell 
our raw cotton abroad because of 
he use of other fibres, we should 
supply the excess at a lower price 
to American mills who w:ll manu- 
facture it and put it into the mar- 
kets of the world in manufactured 
form. 

Of course there are many more 
problems in agriculture—farm ten- 
ancy, soil conservation and un- 
wieldy debt—but if the principal 
problem of price disparity could be 
solved, many of the others would be- 
come less severe. 
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THE alert, courteous voice of the telephone operator is known to all who Y 
house on the hill, or a tiny tot of six, the words are the same, “Number, YY, 


and tries to deserve it. In everything that concerns telephone service, we Y 
hope you can say: “They’re nice people to do business with.” 

TELEPHONE SYSTEM 
170,000 Women Are Employed by the Bel! System. 
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Do you have a big afternoon ahead 
of you? A meeting at which you want 
to be alert—on your toes? Then try 
this famous luncheon special. 

You'll find it gives you quick energy 
with no “let down” afterward. You 
can do your best thinking. Feel clear 
and fit. 

Wholesome N.B.C. Graham Crack- 
ers put no strain on your digestion. 
Yet they are deliciously satisfying. 
Their special graham flour makes 
them completely nourishing. 

The superb quality that makes 
N.B.C. Graham Crackers so out- 
standing, has made every National 
Biscuit Company product a leader 
in its class. Whether it is Graham 
Crackers, Uneeda Biscuit, Ritz or a 
score of others—you will find the 
same uncompromising quality, superi- 


or flavor, dependable freshness. 
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In all fields the 
performance, of strength, of accuracy. Some of these 
standards are embodied in precision measuring instru- 


ments. Some are embodied in the product of a single 


manufacturer 


ilar products are appraised. In the manufacture of rail- 
way passenger cars, the standard of strength and 
safety is the Pullman car, which provides safe. com- 


fortable. convenient travel quarters for an average 


of nearly 50 thousand railway 
passengers every day. 

The result of 79 years of 
progressive engineering, the 
Pullman car is one of the 
safest places in the world. 
This is due in part to Rail- 
road standards of safety in 
operation and in part to Pull- 
man standards of safety and 


strength in car construction 


—those maximum standards 


e Pullman 


Gosia 


a yardstick by which all other sim- 


re are standards of 


developed with present-type cars which builders 
of the new-type lightweight equipment strive to 
equal with their designs, but have in no case exceeded, 
and in many cases do not reach. 

The new Pullman-built lightweight cars — some 
of aluminum alloy and some of modern high-tensile 
alloy steel—are as strong and safe as any car 
that ever took the rails, yet they weigh much less 


than their predecessors. No compromises have 


been permitted with the 





PULLMAN WELDING 


In the manufacture of the new light- 
weight Pullman car, Pullman employs 
all of the modern welding techniques, as 
well as all of the new, strong and light 
materials. There is no limitation on the 
use by any car builder of any of the 
new materials or of any welding proc- 
their fabrication. 
Tested by Pullman’s long experience in 


esses necessary in 
the construction of railway passenger 
cars, thorough and lasting dependability 
of structure, under all conditions of 
service and car usage, is the standard re- 
quired for Pullman acceptance. 


standards developed and de- 
manded in Pullman service, 
and no stronger, safer or 
lighter cars, with equal stand- 
ards in those respects and in 


riding comfort, have been or 





can+be built in any material 


now available to car builders. 
THE PULLMAN COMPANY 
CHICAGO 
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Exports vs. Imports: 
A New Trade Puzzle 





A new hitch in foreign trade. 
“Favorable” balance returns to cre- 


ate problems. Effect on recovery. 





OREIGNERS of late have started to turn some 

of their American bank balances into gold 
hen to take their gold home 

Morgenthau, Secretary of the Treasury, 

in revealing this fact to newspaper men on March 

3, remarked that these foreigners apparently did 

not regard the present as a favorable time to buy 

American commodities. 





Actually Mr. Morgenthau was calling atten- 
tion to a situation that is getting increased at- 
tention of those who think that real recovery lies 
along the road of enlarged foreign trade. 

This situation is created by the re-appearance 
of a very large “favorable” balance of trade be- 
tween the United States and the world, repre- 


sented by the sale abroad of a much larger total 





of American goods 1 Americans buy of foreign 
goods. The Department of Commerce reports that 
in January exports from this country were $119,- 


000,000 larger than imports 
Foreigners find it increasingly difficult to carry 
on trade of that kind with this country. 


EFFECT OF DEBTS DUE 


The reason is that these foreigners already 
owe the United States thirteen billion dollars 
over and above the war debts. To meet interest 
and principal payments on these debts they must 
obtain dollars through the sale of either goods 
or gold. They already have shipped much of their 
gold to this country in payment of past debts. 

As a result, the re-appearance of a trade bal- 
ance favorable to the United States forces foreign 
nations to consider how to make payments. 

Latest signs are that foreign buyers may be 
getting ready to shift trade to nations that buy 
more of their goods and thereby make it easier 
to meet payments. If this should be true, then a 
sharp contraction in sales of American products 
abroad may be in store. Withdrawal of foreign 
bank balances from this country would be a straw 
pointing in that direction. 


EXPORTS UP; IMPORTS DOWN 


However, during January American exports 
held up surprisingly well. They totaled $289,- 
437,000, compared with $319,253,000 in December 
and $222,665,000 in January of 1937. This meant 
a decline of 9 per cent from December but an 
increase of 30 per cent over one year ago. There 
was heavy buying of farm products and of raw 
materials that are used in armament. 

The story of imports of foreign products was 
in sharp contrast. Their total was $170,763,000 
in January against $208,863,000 in December and 
$240,452,000 in January last year. This was a de- 
crease of 18 per cent from December and of 29 
per cent from last January. 

A study released on March 2 by the Brookings 
Institution points out that this country cannot 
much longer expect to sell abroad more than it 
buys without facing the prospect of a sharp 
contraction in trade, due to the difficulty foreign- 
ers have of paying for the goods that are exported 
and at the same time of meeting payments on 
the large foreign debt to this country. 

Until March, 1937, the tendency of trade had 
appeared to point in the direction of increasing 
imports of foreign goods. There were several 
months when an “unfavorable” balance of for- 
eign trade was noted. But now the trend is 
strongly in the other direction. 

As a result, the outlook for this country’s trade 
with the rest of the world is increasingly obscure. 
Little recovery prospect is found in that direction. 
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The Voice 
of Business 


CHARLES F. KETTERING, Vice President, Gen- 
eral Motors Corporation: There are just two 
kinds of minds in the world. There are the minds 
that are not afraid to look forward, those are 
the younger minds; and there are those minds 
that are always looking backward. 

The older type of minds are always thinking 
in the past, wanting to go back to something. 
The young minds are thinking of the future. It 
doesn’t make any difference how old you are, you 
can have a young or an old mind. The reason 
more people don't think of the future is because 


they don’t know how. They are afraid of the 
future. ... there is nothing to be afraid of in 
the future. You have to go through it. ... To- 


morrow will be a day exactly like today. ... 
There are greai industries ahead of us, just 


the same as there have been great industries 
behind us. You can never see a great industry 
looking forward because it doesn’t look like a 
great industry. Everybody thought the automo- 
bile industry a joke when it started. So it is 


with every other thing in the world 
industries are coming. 


Those new 
What they are going to 
be, we don’t know. They may be in the forma- 
tion now. We can at least see that air condi- 
tioning is going to change the whole method of 
building houses. We at least can believe that 
television isn’t far away... . 


We know so little about anything. You hear 
them talk about electricity. The electricians 


don’t know how electricity flows through a piece 
of wire. The only way you know he doesn’t know 
it is because he writes it as a mathematical equa- 


tion. He thinks he understands it: he knows he 
doesn’t, but he is sure you don’t understand jt, 
so he gets away with it. 

(From an address at Carnegie Hall, New York, 
March 2.) 
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precipitate on record. 


HE decline that has occurred in factory pay rolls since last Novem- 
ber, as reported by the Federal Reserve Board, has been the most 


All of the gain since 1935 has been wiped out in about five months, in 
spite of the fact that the hourly wage rates are much higher than in the 
earlier period. Meaning of this is that the hours worked have been cut 
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and large numbers of workers have been laid off. 
A decline of this magnitude involves a deflation of income on a yearly 


basis amounting to more than three billions of dollars. 


The index numbers on the chart above are based upon the period of 
1923-25 as 100. The figure for February is an estimate and first signs 
in March are that the decline has leveled off, 














HE RATE of decline in industrial activity 
slowed nearly to a halt in February. The 
preliminary Government estimate is that 

production in industry in February fell to 79 
per cent of the 1923-25 average from 81 per cent 
in January. 

Factory payrolls likewise contracted less 
sharply during February. The preliminary es- 
timate is that they fell below 70 per cent of the 
1923-25 average from 71.1 per cent in January. 

All of the early signs suggest that March is 
seeing a definite end to the decline and possibly 
will provide some small increase. 

But it is not possible to report any real op- 
timism on the part of any one of the Govern- 
ment’s principal economists concerning the near- 
term outlook. The factors at work in the busi- 
ness situation suggest to all of them that the 
bottom probably has been reached. Yet they fail 
to see where the real pressure for any important 
rise can be expected to originate right now. 


Some increased activ- 


ity can be looked for in 
ECONOMISTS VIEW many industries that 


THE NEAR FUTURE make goods for the retail 


trade. Shoe factories are stepping up operations. 
There is a better outlook for cotton textiles and 
rayons. The woolen industry shows some im- 
provement. Inventories definitely are working 
down in many lines. 

Offsetting this particular improvement are 
other factors. Trade is slackening, as the drastic 
slash in payrolls and consumer income makes 
itself felt. Industries, such as steel, automo- 
biles and oil, that were engaged in huge pro- 
grams of plant and equipment improvement dur- 
ing 1937, are gradually completing those pro- 
grams and few new ones are taking their place. 


HOW GOVERNMENT 


But again, on the favorable side, some definite 
improvement is due in home building and repair 
and some definite increase will occur by Govern- 
ment expenditure of borrowed money. 

Even so the estimate is that February contract 
awards for home construction were little more 
than 50 per cent as large as last year. Farmers 
and WPA workers will be chief beneficiaries of 
increased government payments. 

On the other hand, foreign trade is beginning 
to show signs of slowing. January exports held 
well, while imports declined sharply. The pres- 
sure will be for exports gradually to move more 
nearly into line with imports. 

A further discouraging factor, so far as senti- 
ment is concerned, is the growing number of 
corporation earnings statements. Railroad net 
earnings have nearly disappeared. The steel 
industry operated deeply ‘n the red during the 


first two months of the year Only one auto- 


+ mobile company ts credited with net earning; in +¢ strictly limited. 














those mouths. f atm income during February ran 
about 15 per cei under lest year. 


Yet, in the opinion of 


ANGLE: PROBABLE the government’s econo- 
mists, the present still 


CONGRESS ACTION is a “politically toler- 
able” level. The White House has definitely de- 
cided not to press any panaceas on Congress at 
this stage. Relief needs will be met, armament 
plans will go ahead, unemployment insurance 


FROM A POLITICAL 





Business decline slows to a halt. 
What now of the future? Where will 
Government fit in? The latest answer 
is tound in the accompanying article. 











machinery will function, the new farm program 
will be operated, 

But aside from that, the policy is one of hands 
off toward Congress. 

As for Congress: the program now taking 
shape calls for drastic modification or repeal of 
the surtax on undistributed corporation earn- 
ings, modification of the tax on income from the 
sale of capital assets, quiet burial for wage and 
hour legislation, enactment of appropriation 
bills, possible approval for the idea of an inves- 
tigation of monopoly, possible approval of 
some plan for governmental reorganization and 
adjournment. 

The plan is that business is to be given its 
head to try to work out of present difficulties. 

Neither the old line nor the New Deal econo- 
mists in the government’s service believe that 
business men, even with such assistance as some 
increase in government spending will provide, 
can turn the trick of recovery. Their present 
view is that Congress will go home after doing 
a number of the things that business wants done 
and then will come back next year to face some 
immediate new problems. 

The practical end to the surtax on undistrib- 
uted corporation earnings is expected to have 
some important psychological effect but to of- 
fer little positive incentive to increase industrial 
activity. 

Much more importance is atached to the possi- 
bility that the new Housing Act amendments 
will produce tangible results in the form of 
jobs and spending and to the possibility that 
something can be done to encourage spending 
by the country’s railroads. 

Even there, the extent of official optimism is 
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WASGALI A HALT IN TIDE OF RECESSION; 
PRESENT PROSPECTS FOR BUSINESS UPTURN 


difficult to reverse. 


One of the outstanding of these economists 


remarked: 


“I stand by my prediction that, in the end, 
strong action by the Government will be re- 
quired to start any real and sustained improve- 


ment in business.” 


At this point, from a longer range point of 
view, enter the price studies that now are under 


way here. 


These studies grow out of agreement that 
existing between different 
groups of producers are strangling the exchange 
of goods and leading to the continuance of the 
The studies themselves are 
a continuation of the hurried conferences that 
led to the recent White House ‘statement on 


price disparities 


present depression. 


prices, 


For the time being the Government economists 
are confining themselves to research into the 


problem at the direction of the President. 


But this research will figure prominently in 
the formulation of any plans that may take form 
if the remaining months of this year fail to pro- 


duce a definite trend toward recovery. 


THE BARUCH PLAN: 
COMMODITY LOANS 
FOR STABILIZATION 


War Industries 


tion now makes them on corn and cotton. 
(The statement of Mr. Baruch before the 
Senate Committee on Unemployment and Re- 
lief, outlining his views for the improvement of 
business, is presented in full text on Pages 10 
and 11.) 


The New Deal economists regard the Baruch 
plan as much too costly and radical unless it 
could be accompanied by some definite measure 
of Government control over production and 


marketing, as in the case of farm products. 


Still, it is in the direction of using Govern- 
ment power to bolster some prices and to put 
pressure on others, that the official thought now 


is running. 


That thought, however, will not take the form 
of action this year, according to present plans. 
But the forces now at work in business give 
encouragement to those economists who hold 
that Government sooner or later will be forced 
to give business a new shot in the arm to make 


the wheels of recovery really whir. 
Owen Scorrt. 


In the opinion of most of the 
Government’s economists, business has moved 
into a definitely deflationary cycle that will be 


Bernard Baruch, finan- 
cier, former head of the 
Board 
and an adviser to several 
Presidents, including Mr. Roosevelt, is suggest- 
ing that the Government meet the price problem 
by making price stabilization loans on commod- 
ities, much as the Commodity Credit Corpora- 
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Have New Deal Laws 
Cut Business Profits? 





What happened to the profit 
system in 1937. Earnings in the 
face of Government experiments. 











WIDESPREAD plaint of American business 

men is that the Federal Government, by its 
experiments, has destroyed the prospect of profit 
and thereby undermined the urge to venture. 

The story is that payroll taxes, taxes on une 
distributed corporation earnings, capital gains 
taxes and controls over the security markets have 
combined to make the business game hardly 
worth the candle. 

Balance sheets of large American corporations, 
now being assembled as they cover the year 1937, 
make interesting reading in the light of business 
complaints. The National City Bank has analyzed 
the returns of 1,020 of these corporations. 

Its analysis discloses that during the last 
quarter of last year corporation earnings fell 
by one-third as compared with the fourth 
quarter of 1936. 


STILL ABOVE 1936 


Yet, in the face of that last-quarter decline, 
profits for the year were 8% per cent larger than 
during 1936 when they had made sensational 
gains over the year 1935. 

The corporations whose returns the bank an- 
alyzed earned an average of 10.7 per cent on their 
net worth. Their net worth includes the book 
value of outstanding preferred and common 
stocks and of surplus. 

Profits averaging 10.7 per cent were reported 
after payment of all taxes, including payroll 
taxes and taxes on undistributed corporation 
earnings and on property, as well as after de- 
preciation, depletion, interest and other charges 
and reserves. 

In other words, the large American corporations 
did make substantial profits in both 1936 and 
1937 after meeting the New Deal taxes and after 
adjusting themselves to New Deal experiments. 


PROFITS WIDESPREAD 


The further fact brought out by the National 
City Bank analysis is that every classification 
of reporting corporation, from agricultural im- 
plements to woolen goods, made a profit on its 
operations during the past year. The largest 
rate of return on net worth appeared in the 
drug industry, with 24.3 per cent; in office equip- 
ment, with 20.4 per cent, and in automobiles with 
20.3 per cent. 

On the whole, these 1,020 corporations earned 
$1,837,941,000 in 1937 as contrasted with $1,693,- 
488,000 in 1936 and their net worth increased 
from $16,754,542,000 in 1936 to $17,253,130,000 in 
1937. 

The present year, according to all existing 
signs, will show a drastic reduction in profits as 
compared with 1937. But New Deal officials are 
more and more inclined to point out that the 
Government activities blamed for causing the 
new depression all were in effect during the last 
two years when industry enjoyed prosperity as 
reflected in corporation earnings. 

The figures appear to these Government offi- 
cials to show that the profit system enjoyed one 
of the best years in its entire history last year 
and particularly during the first nine months 
of that year. 

This fact is held to raise some question con- 
cerning the blame for the present setback that 
is placed on certain policies of Government. 
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The Voice 
of Government 


FRANCES PERKINS, Secretary of Labor: Of 
all the labor problems in the United States to- 
day, the problem of security is of fundamental 
and primary importance. In that respect, all 
wage earners have similar aspirations. The de- 
sire for security is shared by the most learned 
and skillful workers with the most untrained 
and poorly paid. 

It cannot be accomplished 100 per cent, of 
course. No human desire can be completely real- 
ized, but much can be done to approach that 
aspiration. 

We can set up as a socially desirable standard 
the idea that a man over 40 shall continue to 
work in the trade or profession in which he is 
accustomed to working. 

In some industries there is an over-abundance 
of youth. They have the courage and energy of 
youth in their dealings with industry and none 
of the wisdom and practical common sense of 
those older men with families to support, homes 
to keep up and children to send to school. 

Industries—many industries—would be better 
off with some older men to deal and form agree- 
ments with. More could be accomplished 
through the stability of people who have gone 
by youth and can think in terms of their whole 
range of experience. 

The ups and downs of industry are very un- 
fortunate. I think that many of them can be 
prevented. When it becomes socially desirable 
we can cut down the highs and raise the lows of 
industry so that there will be employment the 
year around. 

We should regard legislation as a part of the 
social contract. It is a technique by which a 
free people agree to certain things. We should 
look upon legislation as a method by which a 
free people cooperate in eliminating some of the 
problems of industry. 

(From an address before the Private School 
Teachers’ Association, New York, March 2.) 
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HEAVY barrage of attack on the 
+2 1938 tax bill when it was brought 
up for discussion in the House 
March 3 was viewed on Capitol Hill 
as a forecast of what lies ahead 
when the measure reaches the 
Senate. 

The House Ways and Means 





Committee reported a me 
viding modification of the 
gains levy, complete revision of the 
present corporation income taxes 
and retention the principle 
the controversial undistributed 
profits tax. A new feature in tax- 
ation was added in the proposal for 
a penalty tax on closely-held cor- 
porations. 


asure pro- 


capital 





of of 





Artillery of the opponents of the 
bill was centered on these three 
features, which were outlined in 


the minority reports, as follows 

Retention: of the “vicious and in- 
defensible principle of the undis- 
tributed profits tax.” 

Imposition of an “unwarranted 
and discriminatory penalty tax on 
closely held family corporate busi- 
ness organizations.” 

Failure to improve the capital 
gains tax so as to encourage capl- 
tal transactions and the investment 
of new funds in productive enter- 


prise. 


RECOMMITTAL SOUGHT 

A number of Democrats joined 
with the Republicans to attempt 
to force recommittal of the bill with 
instructions to the Ways and Means 
Committee to strike out the recom- 
mendations imposing a penalty tax 
on closely-held corporations. 
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MFETING NOTICE 





The annua ing 
ders will be held 





stocKkhc 
on Wednesday, April 20, 
1938, at 10 o'clock A.M., 


at our registered office, 15 Exchange 
Place, Jersey City, N. | 

Only stockholders of record at the 
close of | on Wednesday, 
March 23, 1938, will be er 
vote at said meeting notwithstanding 
any subsequent transfer of stock 

The stock transfer books will not 
be closed 
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Business 





| “Revise taxes,” business asks. Here is a discussion of the 
| prescription for tax ills now before the House and which, in- 
| cidentally, may be changed radically before the legislative 


doctors of Congress are through. 





tee, in its report, de- # a of the business 


yroposed revisions 
“very substantial 


major 
cession 


cause re 


Y 
i 
about a 





n to business” and a “well- ‘| conceded in its report that a “sub- 
balanced tax system, improved with | stantial number of cases of hard- 


ship” have developed under the un 
distributed profits tax. 


respect to certainty and equity.” 








The Ways and Means Committee 


However, it is the consensus at 
the Capitol that the measure may HOW LEVY IS REVISED 
> modified irastically when it | 
we ene +.1q | Just what does the measure do to 
reaches the Senate It is held ; 3 ee 
. . change this profits tax 
likely that the penalty tax on | 
j ld 1] Yorporations are divided into 
closely-held corporations will be Corporations ta haa ; a ' oe 
, Tt 2 an ps a) or tT } 
liminated and that there is at three groups under the bill 
) * 2 irst “Our , nr v1 “Ore 
least a 50-50 chance for elimination The first group comprises col 
porations with net income of less 


of the undistributed profits tax. 


than $25,000. The 


It is believed that any changes in 
the capital gains tax in the Senate 


of these corporations, which 
will not change the general pattern 


about 88 per cent of the taxable re 


undistributed 
profits tax is eliminated in the case 
file 


of the proposals contained in the | turns put report only about 10 per 
bill now before the House. Pro- | cent of the net income reported by 
visions in the measure are not 


all corporations. 
retroactive. 


Taxes on corporations within this 


PROFIT TAX CRITICIZED | group are proposed as follows: 12'2 
For manv months industry's com- | Per cent on the first $5,000 of net 
taxation have cen- | income, 14 per cent on the next 


plaints against 


tered on the undistributed profits 


$15,000, and 16 per cent on the next 


and capital gains levies. Their | $5,000. This is an effective rate of 
é apital gains 1 ‘ i 

hampering effect on industrial ex- 14.1 per cent. 

pansion, it has been contended by Under the existing law a corpo 


ration with a net income of $25,000 
retaining it all, pays a tax of 27! 
per cent. Therefore, this 


many authorities—most recently by 
Bernard M. Baruch in his testi- 
mony before the Senate CSmmittee 








group 
reduction 


on Unemployment and Relief--was gets about a 50 per cent 
in its income taxes. 
DIVIDEND NOTICE The second group is made up of 
corporations with incomes of more 
s te 7 than $25,000. Approximately 24,- 


THE TEXAS CORPORATION 000 corporations which have nearly 
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90 per cent of the net income of all 


‘ | corporations, although they com- 
: aed ud prise only about 12 per cent of the 
A dividend of 50¢ per share ortwo per. | total number, are included in this 


cent (2%) on par value of the shares group. 
The T Cornorati 


of A i¢xXas ration nas b en 

declared this day, payable on April 1, FLAT RATE PROPOSED 

Bagh tah p Meat yy eh daceletact agp It is proposed to tax these cor- 

close of business on March 4,1938, The porations at a flat rate of 20 per 

stock transfer books will remain open, cent. However, this may be re- 
C. E. Wooperince duced to a minimum of 16 per cent 

wel er on the basis of the proportion of 








dividends which are distributed. 
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HE people whose children go 

to school with yours — the 
folks who sit next to you at the 
movies or at church — thrifty, 
hard-working folks—you, your- 
self in all probability— own the 
railroads. 


For the railroads belong to 
855,000 separate owners of 
railroad stocks — the majority 
of individual owners have some- 
where between 10 and -100 
shares — and to the hundreds 
of thousands who own ,rail- 
road bonds. 


But this is only a starting point. 
Half the total population has 
life insurance and all of these 
people have an indirect owner- 
ship in the railroads — because 
insurance companies own rail- 
road securities. 


Or to take another group —any- 
one who has a little money in a 


savings account has an indirect 
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ownership in the 





railroads, because sav- 
ings banks also own 
railroad securities. 


Look them all over and it’s easy 


for improved service as a means 


to see there’s not a high hat in 
a hundred. The real owners of 
the railroads are just folks. 


of winning business — both pas- 
senger and freight. The speed 
of freight trains, for instance, 
has been stepped up 50 per cent. 


That’s why it’s important to the 
And everyone knows the prog- 


average American for the rail- 


roads to prosper. Only when they ress made in air-conditioning — 


the popularity and economy of 


take in more than they pay : d : 
streamline trains—and the rail- 


out for materials, supplies, taxes, 


. road safety record. 
labor, can they have something y record 


left over to pay for the use of Anyone who looks at the total 
record must be impressed with 
the enterprising spirit of the 
railroads —and with the need 


for rates which will not only 


the money which these people 
have invested. 


With this fact always in mind, 
the railroads, in the face of lean 
earnings, have developed mass 
transportation with all of its 
efficiency and economy— more 


give their myriad owners some 
hope of income from the money 
invested, but will attract new 
capital which will enable the 


owerful locomotiv . . 
P es, longer sitroads to continue to supply 


trains, greater dependability. 


They have also worked steadily 


America with the finest trans- 
portation in the world. 
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and the New Tax Bill 


+ Thus, in the case of a company 
where ail the net income is distrib- 
uted the basic rate is 16 per cent. In 


case of a 50 cent distribution 


the rate of tax is 18 per cent. 


per 


Under existing law the maximum 
effective rate of tax is 32.4 per cent, 





so that the new levy amounts toa 
reduction of approximately 40 per 
cent, 

Corporations with incomes slight- 


ly in 
with 
| order 
| several 
amount of 


corporation 


excess of $25,000 are provided 
special “transition rates” in 
to eliminate a sudden increase 
hundred dollars in the 
tax merely because a 
has a net income only a 


¢ 
Ol 


few dollars above $25,000 
The third group of corporations 
is the group of family-owned or 


closely-held corporations which has 
to pay a special penalty tax. Be- 
tween 300 and 600 corporations 
would be liable for this tax, accord- 
ing to Representative Fred M. Vin- 
son (Dem.), of Kentucky. He esti- 
mates that the tax will collect ap- 
proximately $45,000,000. 

Companies are not made subject 
to the surtax unless one family owns 
| more than 50 per cent of the cor- 

porate stock, or unless two individ- 

uals own more than 53 per cent, and 

So on by brackets until a corporation 

becomes subject to the surtax if 10 

individuals own more than 75 per 

cent of the stock. 


ADVANTAGES OF PLAN CITED 

The principal improvements 
which will be obtained from the 
modification of the capital gains 
tax are described by the Ways and 
Means Committee as: 

The sudden reduction permitted 
at certaim annual periods in the 
percentage brackets under existing 
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. Underwood & Underwood 

THERE SEEMS TO BE A DIFFERENCE OF OPINION 
EMOCRATIC members of the Ways and Means Committee, led 
by Rep. Robert L. Doughton (left), chairman, feel that the new 
tax bill would not only set up a well-balanced tax system but would 
also produce a substantial stimulation to business. Republican mem- 
bers of the committee, led by Rep. Allen T. Treadway, ranking 
minority member, declared the bill would continue to injure busi- 

ness and would not reduce the tax burdens of corporations. 








law has been eliminated. pared with a total of $1,200,000,000 


The maximum rate of tax on a y in revenue collected from the nor- 
capital gain, where the asset has mal corporate tax, capital-stock tax 
been held over five years, will be 16 and excess profits tax. 
per cent. This is because only 40 One provision of the bill, repeal- 
per cent of the gain is taken into ing the existing law requiring the 
*account, and a maximum tax rate Treasury to report all corporation 
on this reduced amount of 40 per | Salaries over $15,000 to Congress, 
cent is provided for. was criticized March 4 by President 

The 40 per cent rate also will Roosevelt. He expressed the opin- 
give limited relief in the case of ion that officers of corporations who 
property held for more than one | receive that salary or more are doing 
year and for not more than five | work in the nature of a public trust 


and therefore their salaries should 
be made public. 

In explaining the provisions in re- 
gard to capital gains, the Commit- 


years. It is believed that this pro- 
posal will tend to stimulate business 
transactions. 


Speculative transactions, in a 
practical way, are separated from tee said that its changes would be 
investment transactions by the sys- | 2dequate to correct or minimi 
tem of short term capital gains and | the “more serious defects and oc 


casions for criticism of the present 
law.” 

The modifications of the capital 
gains tax are estimtaed to provide 
a slight increase in revenue but 
sponsors of the bill admitted 


losses and long term capital gains 
and losses. 
MINIMUM RAISED 


The present minimum percentage 
bracket of 30 per cent is changed 


the 


that 


to 40 per cent, which should in- | the other changes in existing taxes 
crease the revenue to some extent. will more than offset this, resulting 
Mr. Vinson said that the undis- in a reduction of approximately 


tributed profits tax in 1936 produced 
only $150,000,000 in revenue as com- 


$23,000,000 in aggregate revenue. 
GLENN NIXON. 


Price-Fixing; 
The Experiment 
In Coal Fields 


{Cntinued From Page 3.] 
sence of minimum prices. How long 
i SS Would go on he was not 
prepared to say, but he did promise 
that everything possible would be 





done to re-establish price fixing for 


the coal industry 


Still unanswered was this ques- 
tlon: 

Can government successfully fix 
prices in a major industry where 
there are a large number of small 
competing units and maintain those 
prices without gradually moving in- 
to control over every phase of that 


industry? 
Mr. Wallace and the AAA officials 


contend that direct price fixing, 
without rigid control over produc- 
tion and over the whole machinery 


of distribution, will break down in 
practice. They have strongly opposed 
demands from popula- 
that government endeavor to 
guarantee farmers a fixed price rep- 


the farming 
tion 


resenting the cost of production, 
Indirect controls are offered instead, 

John L. Lewis, the head of the 
United Mine Workers, and many 


mine operators contend, on the other 


hand, that price fixing is possible 
and that government can as a prac- 
tical matter iron out the myriad 


problems of enforcement and of 
competition that arise in applying 
minimum prices. 

The coal industry now is getting 
set for another try at an answer to 
this still unanswered price problem. 
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The Story of the 16-Story “Stick” Told in Business Man’s Language 


Let March winds be reminders of the breezes on 
Long Island Sound last July and August when 
Vanderbilt's 
Sloop, successfully defended the America’s Cup 


Mr. Harold 


Ranger, ». 


in four straight victories. 


Ranger's mast is an elliptical tube, 165 feet 
in length, which stands 153 feet above deck. 
It weighs 6170 pounds, and it is a single shell 
of 
transmits 
7500 square 


of riveted plates of strong Alloys 
Aluminum. This single stick 
hull the tremendous wind forees on 
feet 


of sail. 


The weight of Ranger's mast was limited by 


ALUMINUM 





rule. Aleoa Aluminum was used because it made 
the strongest mast that could be built within 
the weight limit. 

Likewise, Alcoa Aluminum made a stiffer 
mast. Stiffness means straightness. Straightness 
makes sales “set” and “fill” more perfectly. 

Ranger won her cup races with a duplicate of 
the first mast made for her. Number one was 


Class J 


Aleoa finally destroyed in a storm which first broke the 
to the supporting rigging, and then had to whip the 


unsupported Aluminum mast for 8 hours before 
it broke. Yachting Magazine describes this per- 
formance as “miraculous.” 


pany of 


COMPANY OF 





IT’S A LIFTABLE IDEA ‘ 

Salient fact is that Mr. W. Starling Burgess and 
Mr. Olin Stephens, the designers, used Alcoa 
Aluminum not to save weight, but to get greatest 
strength for a given weight. 

Lift the idea for yourself. Think not of Alcoa 
Aluminum only as /ight but as strong and light, 

Aud think of our organization as fully pre 
pared to help you take advantage of the latest 
developments in Aluminum, Aluminum Come 
} America, 
Bldg., Pittsburgh, Pennsylvania. 


2106 Gulf 























“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


Vol. 6, No. 10 


2 Untied Rates [lens 
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“| wholly disapprove of what you say but will 


detend to the death your right to say it.” 


VOLTAIRE 














portune times. Here we are in the middle of a re- 

cession and it becomes necessary to present in ret- 

rospect an appraisal or evaluation of the first five 
years of the Roosevelt regime. 

To use a Chestertonian paradox, the most favorable 
things that can be said affirmatively about Mr. Roosevelt 
and the New Deal are negatives. 

Thus neither communism nor fascism has enthroned 


itself in the United States. 

Religious liberty and freedom of the press have not been 
taken away from us. 
| The economic system has not completely collapsed and 

thrift and prudence have not been altogether tabooed. 

Congress has not yet been abolished and the Supreme 
Court still functions, albeit a little timidly now and then. 

On the unfavorable side—or is it really an unfavorable 
omen—managed economy has proved its own fallibility. 
Price-fixing has come a cropper, as for instance in the 
breakdown of the National Bituminous Coal Commis- 
sion’s plan and despite all the talk about squelching 
monopoly, the combinations in restraint of trade still 
flourish while weak competitors are still at the mercy of 
competitors with huge aggregations of capital. 


OBJECTIVES Relief is as expensive, if not 
| more so, than it was at the begin- 

THAT REMAIN ning of the depression and the un- 
UNATTAINED 


employed are as far from being 
absorbed into business and in- 
dustry as they were when the first breadlines began. 

Many billions of dollars of public money have been spent 
on “pump-priming” and boondoggling and the public debt 
has reached a new high for all times. It is almost double 
what it was on March 4, 1933. 

Sociologically speaking, the nation still has its one-third 
2 ill-clad, ill-nourished and ill-housed and nothing that the 
Roosevelt Administration promised by way of alleviation 
to bring these millions of underprivileged nearer Utopia 
seems to have materialized. 

Mr. Roosevelt on his fifth anniversary clings tena- 
ciously to “objectives.” He concedes that methods may be 
wrong here and there. But he insists we are “on our way.” 

The President is right in this respect—we are on our 
way somewhere. The objectives are, to be sure, on the 
horizon—social security and economic stability—but in 
the business world and, to a large extent more and more 
every day among the middle classes, the suspicion is grow- 
ing that maybe the President knows where the horizon is 
but he is not exactly sure which rainbow if any will take 
him to destination. 


BASIC TESTS 


T° calendar brings up anniversaries at most inop- 

















Any analysis of the Roosevelt 
five years should distinguish be- 
tween achievements that relate to 


OF SUCCESS 
OR FAILURE the emergencies through which 
we have passed and policies that 


look toward a permanent readjustment of our economic 
machinery. 

No policies in this or any other Administration are 
wholly good or wholly bad. Everything is relative and 
even the worst of the Roosevelt policies when compared to 
the tragic mistakes which have been made in certain Eu- 
ropean countries seem to us more fortunate than the pol- 
icies of our foreign brethren. 

I have said in these columns before that I never would 
try to convict Mr. Roosevelt of malevolence, deep-seated 
as this belief may be in the comments by some of his oppo- 
sition. I would rather essay to challenge the quality of 
the President’s leadership than to diagnose his motives or 
attempt to prove by cause and effect that his announced 
purposes were a camouflaged malfeasance. 

Looking back over five years, there are certain tests that 
must be applied. They are, first, whether any other 
courses might have been pursued with greater assurance of 
success, and, second, whether, considering the state of the 
world, America by attempting on the whole to pre: 
serve democracy could have pursued the even tenor of its 
way without interposing any of the several interventions 
of governmental power and funds which were introduced 
by a benevolent and paternalistic administration. 

There are but two ways for government to help an 
economic machine that gets stalled. One is to lend and 
the other is to spend. The former connotes reimburse- 
ment. The latter means direct outlay without hope of re- 
turn except at the ballot box or in the temporary satisfac- 
tions reaped by a grateful citizenry. 

The lending policy started under President Hoover and 
was continued intensively for the five Roosevelt years. 
The spending started under Mr. Roosevelt and has for the 
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time being been halted though deeper valleys in the busi- 4 States, to remove justices by indirection because their de- 
ness and unemployment curve may cause its resumption cisions were unpalatable, however conscientious they may 
in the late spring. have been in the rendering. 

The theory that the national government is directly re- This step was frowned upon by leaders in all parties and 
sponsible for the ups and downs of business has been by intelligent public opinion. Half-baked legislation such 
steadfastly maintained for five years as a “fireside” doc- as the minimum wage and maximum hour bill was 
trine and, considering the wide variety of the projects, the thwarted though the country has by no means disapproved 
blame and the credit belongs to the national administra- of the objective of putting a floor under wages so that 
tion which makes of a nation of 130,000,000 people guinea every able-bodied person may earn at least a subsistence 
pigs of economic experimentation. income. 

SPENDING LESS On the lending side, some ex- Biggest of all blunders has been the President's ill- 
cellent things have been accom- advised and ill-timed attacks on business men even though 
SUCCESSFUL plished. Housing aid, by insur- subsequent explanations that only a minority of chiselers 
THAN LENDING 2"°¢ of private loans, has been or wicked profiteers was meant were broadcast in an ef- 
given to a capitalistic system in fort to appease the anger of an outraged people. Con- 
which second mortgage money had become as rare as ferences looking toward collaboration between govern- 
diamonds. Lending to the banks, the railroads and in- ment and business have been largely political in the hope 
surance companies gave stability to the early part of the of softening this sentiment of indignation. 
Roosevelt Administration and the policy was vindicated No plans worthy of the name have been brought forth 
by the large repayments since made to the Reconstruction at the government-business conferences and most of the 
Finance Corporation. prominent persons who have been paraded in and out of 

Spending policies have been unfortunate. Subsidies and the White House for the purpose of creating reassurance 
grants for unproductive works and for the introduction through headlines do not today know why they were sent 
of vicious competition by government itself with private for or what they can do in cooperation with the present ad- 
enterprise as in the Tennessee Valley has left a residue ministration to help business recovery. 
which will not soon be erased. The White House is still run on the slam bang, bull-in-a- 

States, especially out West, which received an extrane- china-shop method with press conferences sending the 
ous form of stimulus—public works that gave employment stock market up one day and down the next in consequence 
to people who when construction was finished were un- of presidential quip or presidential frown. 
fitted for agricultural pursuits—found their sectional or RECOVERY IS All these aberrations, how- 
regional economy rather upset by the influx of federal ever, while not forgiven can be 
funds. No national planning has been developed. THE MAIN NEW relegated to a secondary or sub- 

The tax laws have been the most unwise of all the ordinate position if the nation 
Roosevelt policies. Direct interference with the economic DEAL PROBLEM does not sa confidence in the 
system has been deliberately encouraged and punitive leadership which it approved by more than 11,000,000 ma- 
taxation has brought on a severe recession. jority in 1936. 

BENEFITS FOR On the broad objectives, one The continuance of that public support depends upon 
must agree that certain reforms the Administration S capacity to stimulate and maintain 
THE FARM AND have been worth while. Regula- — peyote pny ro wen distressing days of 
tory measures lookin ward the arch 1S still invisible to the naked eye as we stare at 
LABOR GROUPS proscar pe satan glia dishon- the weekly and monthly indices of business measurement. 
esty have been helpful though morality is not often in- Such stimulus can come now not by priming the public 
stilled by legislation. The writing into the statutes of the pump but by letting private capital and private industry 
principle of collective bargaining has been a milestone for function. 
labor in its progress from feudalism to economic freedom. The President's hold on the people—and it is still not 
The sustenance of the agricultural economy, by one means sufficiently diminished to endanger the Democratic ma- 
or another, can be defended as an emergency measure but jority at the autumn congressional elections—may be 
whatever its explanation the effect has been to maintain shaken by something that has appeared which is of far 
the purchasing power of our rural population at a critical more significance than a dozen presidential utterances or 
time. policies. It is the tragic example of money-chasing which 

For labor, therefore, and for the farmer, certain major the President and his entourage seem to have set to the 
achievements can be recorded though it is only fair to say whole country. 
the maladjustments caused by some of these self-same re- It is not clear just exactly why a President of the United 
forms have brought about counter evils that interrupt pro- States offers for commercial sale the public papers of his 
duction unduly and throw the whole price structure into Administration—it may be questioned whether this 
unrestrained high dives and nose dives. is his personal property—even though it is belatedly an- 

Again, speaking of objectives, the reciprocal trade nounced that the proceeds will be devoted to some useful 
agreements negotiated by Secretary Cordell Hull have purpose to be designated on some indefinite date by some 
begun the process of tariff barrier removal which must undisclosed authority of Congress. 
inevitably kill dictatorships and resuscitate democracies. There is one thing that the 
The interflow of goods and capital is the only hope of a GREED OF GAIN public Po Pesendlbers primo the 
world gone mad with economic nationalism and the obses- IS NEGATION OF highest strata of intelligence to 
sions of isolation and self-sufficiency. IDEALIST AIMS the lowest. It is the “‘cashing 
POLICIES THAT Mr. Roosevelt has given Mr. in” idea of persons in public of- 

Hull a free hand and deserves fice. It happens with the aldermen in the city council. 
HAVE BEEN BAD credit for this most commendable It happens with the county supervisors. It happens at the 
FOR BUSINESS of all objectives. Similarly the State House. It’s a sad, sad story of greed and selfish- 

peace policy of the Administra- ness which blots the pages of our self-governing de- 
tion has been praiseworthy. The persistent interest of mocracy from the beginning. 
our government in building up our national defenses is a We are caught nowadays in a materialistic age. Spir- 
cautionary policy associated with a far-seeing statesman- itual values unhappily count for less and less. The cru- 
ship. sade of service for service sake, the theory of Christian 

Broadly speaking the domestic policies of the Admin- idealism falls with a dull thud on the cynical-minded of a 
istration have pleased neither the conservatives nor the generation which says, “I’ll get mine when I can—every- 
radicals but have found widest support among a large body else is getting theirs while they can.” 
middle class which reposed its faith in one man leader- The example of commercialization by the White House 
ship however zigzagging or erratic the course of the ship family has shocked the whole people and is a stigma on the 
of state has happened to be. first five years of Franklin D. Roosevelt’s administration. 

The American people said “aye” to the first four years This is as bad taste as it is bad politics. 
of Roosevelt more out of a sense of gratitude for favors Mr. Roosevelt is no superman. Nor should he be be- 
received and storms averted than out of a feeling of grudged his fair share of mistakes both of judgment and 
definiteness concerning the future. No mandate or license even of taste. But the remainder of his term will stand or 
fot the second four years was given except an appeal to fall in history by the character and quality of a leadership 
government to continue to seek to improve the lot of the that can truly subordinate personal ambition, personal 
masses and to continue the recovery process. gain and personal benefit, direct or indirect, to the true 

But the first year of the second term saw an abortive cause of public service which throughout history writes 
attempt to “pack” the Supreme Court of the United v in glorious terms the epitaphs of great statesmen. 

Extra. Address The United States News, 2201 M Street, N. W., Washington, D. C. 























